
9lst SeS* } COMMITTEE PBINT

COMMITTEE ON WAYS AND MEANS 
U.S. HOUSE OP REPRESENTATIVES

'PREPARED STATEMENTS OF ADMINISTRA 
TION WITNESSES SUBMITTED TO THE 

COMMITTEE ON WAYS AND MEANS 
AT PUBLIC HEARINGS BEGINNING

ON MAY 9, 1973
AND OTHER MATERIAL RELATING TO

THE ADMINISTRATION PROPOSAL ENTITLED

THE "TRADE REFORM ACT OF 1973" 
(H.R. 6767)

*This does not include interrogation by Members of the Committee 
on Ways and Means.

MAY 14, 1973

NOTE: This material is printed for information only so as to 
make it generally available, and is not to be construed as 
the statement or position, of the Committee on Ways and 
Means or any Member thereof.

U.S. GOVERNMENT PRINTING OFFICE 

86-1460 WASHINGTON : 197S



COMMITTEE ON WAYS AND MEANS

WILBUR ». MILLS, Arkansas, Chairman
AL ULLMAN, Oregon HERMAN T. SCHNBEBBLI, Pennsylvania 
JAMES A. BDKKE. Massachusetts HAROLD K. COLLIER. Illinois 
MAR?HA W. GRIFFITHS, Michigan JOELT. BROYHILL, Virginia 
DAN RCST.ENKOWSKI, Illinois BARBER B. CONABLE, Jn., New York 
PHIL M. iiANDRUM, Georgia CHARLES E. CHAMBERLAIN, Michigan 
CHARLES A. VAXIK, Ohio JERRY L. PETTIS, California 
RICHARD II. '?ULTON, Tennessee JOHN J. DUNCAN, Tennessee 
OMAR BURLESON, Texas DONALD G. BROTZMAN, Colorado 
JAMES C. COR.MAN, California DONALD D. CLANCY, Ohio 
WILLIAM J. GREEN, Pennsylvania BILL ARCHER, Texas 
SAM M. GIBBONS, Florida 
HUGH L. CAREY, New York 
JOE D. WAGGONNER. JR., Louisiana 
JOSEPH E. KARTH. Minnesota

JOHN M. MARTIN, Jr., CMcf Counsel 
J. P. BAKRII, AtxiHtatit Chief Counsel 
RICHARD C. WIUIIIR, Minority Counsel

(II)



CONTENTS
Page 

Message of the President— — _———...—______ —_____________— 1
Proposed "Trade Reform Act of 1973" (H.R. 6767):

Summary——— ———————— __ ——.__ — ,_______.._ — —— ... 15
Text. —-__-__ — -____—_-___-_—_____.____-___-—__.._-__ 19
Section-by-section analysis______________________ 61

Treasury recommendations on changes in the taxation of foreign source 
income: 

Summary....-.__._____ — ..._._____-__-___-__._____._ 109
Explanation.._________.____________________ 109 

Prepared statements submitted to the Committee on Ways and Means by 
administration witnesses at public hearings on trade reform which began 
on May 9, 1973:

Witnesses scheduled to appear on Wednesday, May 9, 1973:
Hon. George P. Shultz, Secretary of the Treasury___ — -.-__-_ 115 
Hon. William P. Rogers, Secretary of State—...———._..—— 120 
Hon. Peter M. Flanigan, Executive Director, Council on Inter 

national Economic Policy______________.________ 125
Witnesses scheduled to appear on Thursday, May 10, 1973:

Hon. William D. Eberle, Special Representative for Trade Nego 
tiations____________________. _____._____--- 132

*Hon. William R. Pearce, Deputy Special Representative for Trade 
Negotiations.

*John Jackson, General Counsel, Office of the Special Represent 
ative for Trade Negotiations.

Hon. Frederick 'W. Hickman, Assirtant Secretary of the Treasury 
for Tax Policy_____________________.__._____ 178

*Hon. John M. Malloy, Deputy Assistant Secretary of Defense 
for Procurement.

*Hon. Stephen A. Wakefield, Assistant Secretary of Interior for
Enc-rgy and Minerals. 

Witnesses scheduled to appear on Friday, May 11, 1973:
Hon. Earl L. Butz, secretary of Agriculture...___—--——— 186 
Hon. Frederick B. Dent, Secretary of Commerce.. — _.,_—— 191 
Hon. Peter J. Brcnnan, Secretary of Labor...__._ — _ ——— __ 197 
Hon. Henry Kearns, President and Chairman, Export-Import

Bank____.._.._________._...._..._.._.._l___.._..__;__. 201
Hon. Carroll G. Brunthaver, Assistant Secretary of Agriculture

for International Affairs and Commodity Programs.. ———— - 204

• No prepared statement.
(ra)



MESSAGE OF THE PRESIDENT
To the Congress of the United States:

. T&e Trade Reform Act of 1973, which I am today proposing to the 
Congress, calls for the most important changes in more than a decade 
in America's approach to wrold trade.

This legislation can mean more and better jobs for American 
workers.

It' can help American consumers get more for their money.
It can mean expanding trade and expanding prosperity, for the 

United States and for our trading partners alike.
Most importantly, these proposals can help us reduce international 

tensions and strengthen the structure of peace.
The need for trade reform is urgent. The task of trade reform re 

quires an effective, working partnership between the executive and 
legislative branches. The legislation I submit today has been developed 
in close consultation with the Congress and it envisions continuing 
cooperation after it is enacted. I urge the Congress to examine these 
proposals in a spirit of constructive partnership and to give them 
prompt and favorable consideration.

This legislation would help us to:
—Negotiate for a more open and equitable world trading system;
—Deal effectively with rapid increases in imports that disrupt 

domestic markets and displace American workers;
—Strengthen our ability to meet unfair competitive practices;
—Manage our trade policy more efficiently and use it more effec 

tively to deal with special needs such as cur balance of payments 
and inflation problems; and

—Take advantage of new trade opportunities while enhancing the 
contribution trade can make to the development of poorer 
countries.

STRENGTHENING TELJ STRUCTURE OF pEACT

The world is embarked today on a profound and historic movement 
away from confrontation and toward negotiation in resolving inter 
national differences. Increasingly in recent years, countries have come 
to see that the best way of advancing their own interests is by expand 
ing peaceful contacts with other peoples. We have thus begun to erect 
a durable structure of peace in the world from which all nations can 
benefit and in which all nations have a stake.

This structure of peace cannot be strong, however, unless it encom 
passes international economic affairs. Our progress toward world peace 
and stability can be significantly undermined by economic conflicts

(l)



which breed political tensions and weaken security ties. It is impera 
tive, therefore, that we promptly turn pur negotiating efforts to the 
task of resolving problems in trie economic arena.

My trade reform proposals would equip us to meet this challenge. 
They would help us in creating a new economic order which both re 
flects and reinforces the progress we have made in political affairs. As 
I said to tha Governors of the International Monetary Fund last 
September, our common goal should be to "set in place an economic 
structure that wiD help and not hinder the world's historic movement 
toward peace."

TOWARD A NEW INTERNATIONAL ECONOMIC ORDER
The principal institutions which now govern the world economy 

date from the close of World War II. At that time, the United States 
enjoyed a dominant position. Our industrial and agricultural systems 
had emerged from the war virtually intact. Cur substantial reserves 
enabled us to finance a major share of international reconstruction. 
We gave generously of our resources and our leadership in helping 
the world economy get back on track.

The result has been'a quarter century of remarkable economic 
achievement—and profound economic change. In place of a splintered 
and shattered Europe stands a new and vibrant European Community. 
In place of a prostrate Japan stands one of the free world's strong 
est economies. In all parts of the world new economic patterns have 
developed and new economic energies h&ve been released.

These successes have now brought the. world into a very different 
period. America is no longer the sole, dominating economic power. The 
new era is one of growing economic interdependence, shared economic 
leadership, and dramatic economic change.

These sweeping transformations, however, have not been matched 
by sufficient change hi our trading and monetary systems. The ap 
proaches which served us so well in the years following World War II 
have now become outmoded; they are simply no longer equal to the 
challenges of our tune.

The result has been a growing sense of strain and stress in the in 
ternational economy and even a resurgence of economic isolationism as 
some have sought to insulate themselves from change. If we ar« to 
make our new economic era a time of progress and prosperity for all 
the world's peoples, we must resist the impulse to turn inward and 
instead do all we can to see that our international economic arrange 
ments are substantially improved.

MOMENTUM TOS CHANGE
The United States has already taken a number of actions to help 

build a new international economic order and to advai),ce our interests 
within it.

—Our New Economic Policy, announced on August 15, 1971, has 
helged to improve the performance of our domastic economy, re 
ducing unemployment and inflation and thereby enhancing our 
competitive position.



—The realignment of currencies achieved under the Smithsonian 
Agreement of December 18,1971, and by the adjustments of recent 
weeks have also made American goods more competitive with 
foreign products it markets at home and abroad.

—Building on the Smithsonian Agreement, we have advanced far- 
reaching proposals for lasting reform in the world's monetary 
system.

—We have concluded a trade agreement with the Soviet Union that 
promises to strengthen the fabric of prosperity and peace.

—Opportunities for mutually beneficial trade are developing with 
with the People's Bepublic of China.

—We have opened.negotiations with the enlarged European Com 
munity and several of the countries with which it has concluded 
special trading agreements concerning compensation due us as a 
result of their new arrangements.-

But despite all these efforts, underlying problems remain. We need 
basic trade reform, and we need it now. Our efforts to improve the 
world's monetary system, for example, will never meet with lasting 
success unless basic improvements are also achieved in the field of inter 
national trade.

BUILDING A FAIR AND OPEN TRADING WORUD
A wide variety of barriers to trade still distort the world's economic 

relations, harming our own interests and those of other countries.
—Quantitative carriers hamper trade in many commodities, includ-

—Agricultural barriers limit and distort trade in farm products, 
with special damage to the American economy because of our com 
parative advantage in the agricultural field.

—Preferential trading arrangements have spread to include most of 
Western Europe, Africa and other countries bordering on the 
Mediterranean Sea.

—Non-tariff barriers have greatly proliferated as tariffs have de-
1* 1dined.

These barriers to trade, in other countries and in purs, presently 
cost the United States several billion dollars a year in the form of 
higher consumer prices and the inefficient use of our resources. Eves 
an economy as strong as ours can ill afford such losses.

Fortunately, our major trading partners have joined us in a com 
mitment to broad, multilateral trade negotiations beginning this fall. 
These negotiations will provide a unique opportunity for reducing 
trading barriers and expanding world trade.

It is in the best interest of every nation to sell to others the goods 
it produces more efficiently and to purchase the goods which other 
nations produce for efficiently. If we can operate on this basis, then 
both the earnings of our workers and the buying power of our dollars 
can be significantly increased.

But '^Site trade should be more open, it should also be more fair. 
This means, first, that the rules and practices of trade should be fair 
to all nations. Second, it means that the benfits of trade should be 
fairly distributed among American workers, farmers, businessmen



and consumers alike and that trade should create no undue burdens 
for any of these groups.

I am confident that our free and vigorous American economy can 
more than hold its own in open world competition. But we must 
always insist that such competition take place under equitable rules.

THE URGENT NEED FOR ACTION
The key to success in our coming trade negotiations will be the 

negotiating authority the United States brings to the bargaining 
table. Unless our negotiators can speak for this country with suffi 
cient authority, other nations will undoubtedly be cautious and non 
committal—and the opportunity for change will be lost.

We must move promptly to provide our negotiators with the 
authority their task requires. Delay can only aggravate the strains 
we have already experienced. Disruptions in world financial markets, 
deficits in our trading balance, inflation in the international market 
place, and tensions in the diplomatic arena all argue for prompt and 
decisive action. So does the plight of those American workers and 
businesses who are damaged by rapidly rising imports or whose 
products face barriers in foreign markets.

For all of these reasons, I urge the Congress to act on my recom 
mendations as expeditiously as possible. We face pressing problems 
here and now. We cannot wait until tomorrow to solve them.

PROVIDING NEW NEGOTIATING AUTHORITIES
Negotiators from other countries will bring to the coming round 

of trade discussions broad authority to alter their barriers to trade. 
Such authority makes them more effective bargainers; without such 
authority the hands of any negotiator would be severely tied.

Unfortunately, the President of the United States and those who 
negotiate at his direction dp not now possess authorities comparable 
to those which other countries will bring to these bargaining sessions. 
Unless these authorities are provided., we will be badly hampered in 
our efforts to advance American interests and improve our trading 
system.

My proposed legislation therefore calls apon the Congress to dele 
gate significant new negotiating authorities to the executive branch. 
For several decades now, both the Congress and the President have 
recognized that trade policy is one field in which such delegations 
are indispensable. This concept is clearly established; the questions 
which remain concern the degree of delegation which is appropriate 
and the conditions under which it should be carried out.

The legislation I submit today spells out only that degree of dele 
gation which I believe is necessary and proper to advance the national 
interest. And just as we have consulted closely with the Congress in 
shaping this legislation, so the executive branch will consult closely 
with the Congress in exercising any negotiating authorities it receives 
I invite the Congress to set up whatever mechanism it deems best 
for closer consultation and cooperation to ensure that its views are 
properly represented as trade negotiations go forward.



It is important that America speak authoritatively end with a 
single voice at the international bargaining table. But it is also im 
portant that many voices contribute as the American position is being 
shaped.

The proposed Trade Keform Act of 1973 would provide for the 
following new authorities:

First, I request authority to eliminate, reduce, or increase customs 
duties in the context of negptiated agreements. Although this author 
ity is requested for a period of five years, it is my intention and my 
expectation that agreements can be concluded in a much shorter time. 
Last October, the member governments of the European Community 
expressed their hope that the coming round of trade negotiations will 
be concluded by 1975. I endorse this timetable and our negotiators 
will cooperate fully in striving to meet it.

Secondly, I request a Congressional declaration favoring negotia 
tions and agreements on non-tariff barriers. I am also asking that 
a new, optional procedure be created for obtaining the approval of 
the Congress for such'agreements when that is appropriate. Currently 
both Houses of the Congress must take positive action before any such 
agreement requiring changes in domestic law becomes effective—a 
process which makes it difficult to achieve agreements since our trad 
ing partners know it is subject to much uncertainty and delay. Undsr 
the new arrangement, the Persident would give notice to the Congress 
of his intention to use the procedure at least 90 days in advance of 
concluding an agreement in order to provide time for appropriate 
House and Senate Committees to consider the issues involved and to 
make their views known. After an agreement was negotiated, the 
President would submit that agreement and proposed implementing 
orders to the Congress.,If either House rejected them by a majority 
vote of all members within a period of 90 days, the agreement and 
implementing orders would then enter into effect.

Thirdly, I request advance authority to carry out mutually bene 
ficial agreements concerning specific customs matters primarily in 
volving valuation and the marking of goods by country of origin.

The authorities I outline in my proposed legislation would give our 
negotiators the leverage and the flexibility they need to reduce or 
eliminate foreign barriers to American products. These proposals 
would significantly strengthen America's bargaining position in the 
coming trade negotiations.

OBJECTIVES IN AORICWMTORAL TRADE
I am not requesting specific negotiating authority relating to agri 

cultural trade. Barriers to such trade are either tariff or non-tariff in 
nature and can be dealt with under the general authorities I am 
requesting.

One of our major objectives in the coming negotiations is to pro 
vide for expansion in agricultural trade. The strength of American 
agriculture depends on the continued expansion of our world mar 
kets—especially for the major bulk commodities our farmers pro 
duce so efficiently. Even as we have been moving toward a great re 
liance on free market forces here si, home under the Agricultural 
Act of 1970, so we seek to broaden the role of market forces on the



international level by reducing and removing barriers to trade in 
farm products.

I am convinced that the concerns which all nations have for their 
farmers and consumers can l>e met most effectively if the market 
plays a far greater role in determining patterns of agricultural produc 
tion and consumption. Movement in this direction can do much to help 
ensure adequate supplies of food and relieve pressure on consumer 
prices.

PROVIDING FOR IMPORT RELIEF
As other countries agree to reduce their trading barriers, we expect 

to reduce ours. The result will be expanding trade, creating more and 
better jobs for the American people and providing them with greater 
access to a wider variety of products from other countries.

It is true, of course, that reducing import barriers has on some oc 
casions led to sudden surges in imports which have had disruptive 
effects on the domestic economy. It is important to note, however, that 
most severe problems caused by surging imports have not been related 
to (he reduction of import barriers. Steps toward a more open trading 
order generally have a favorable rather than an unfavorable impact 
on domestic jobs.

Nevertheless, damaging import surges, whatever their cause, should 
be a matter of great concern to pur people and our Government. I be 
lieve we should have effective instruments readily available to help 
avoid serious injury from imports and give American industries and 
workers time to adjust to increased imports in an orderly way. My 
proposed legislation outlines new measures for achieving these goals.

To begin with, I recommend a less restrictive test for invoking im 
port restraints. Today, restraints are authorized only when the Tariff 
Commission finds that imports are the "major cause" of serious injury 
or threat thereof to a domestic industry, meaning that their impact 
must be larger than that of all other causes combined. Under my pro 
posal, restraints, would be authorized when import competition was the 
"primary cause" of such injury, meaning that it must only be the larg 
est single cause. In addition, the present requirement that injury must 
result from a previous tariff concession would be dropped.

I also recommend a new method for determining whether imports 
actually -:re the primary cause of serious injury to domestic producers. 
Under my proposal, a finding of "market disruption" would constitute 
prvma fade evidence of that fact. Market disruption would be defined 
as occurring when imports are substantial, are rising rapidly both 
absolutely and as a percentage of total domestic consumption, and are 
offered at prices substantially below those of competing domestic 
products. . . .

My proposed legislation would give the President greater flexibility 
in providing appropriate relief from import problems—including or 
derly marketing agreements or higher tariffs or quotas. Restraints 
could be imposed for an initial period of five years and, at the discre 
tion and consumption. Movement in this direction can do much to help 
years. In exceptional cases, restrictions could be extended even further 
after a two-year period and following a new investigation by the Tariff 
Commission.



IMPROVING ADJUSTMENT ASSISTANCE
Our responsibilities for easing the problems of displaced worker? 

are not limited to those whose unemployment can be traced to imports. 
All displaced workers are entitled to adequate assistance while they 
seek new employment Only if all workers believe they are getting a 
fair break can our economy'adjust effectively to change.

I will therefore propose in a separate message to the Congress new 
legislation to improve our systems of unemployment instance and 
compensation. My proposals would set minimum Federal standards for 
benefit levels in State programs, ensuring that all workers covered by 
such programs are treated equitably, whatever the cause of their in 
voluntary unemployment. In the meantime, until these standards be 
come effective, I am recommending as a part of my trade reform pro 
posals that we immediately .establish benefit levels which meet these 
proposed general standards for workers displaced because of imports.

I further propose that until the new standards for unemployment 
insurance are in place, we make assistance for workers more readily 
available by dropping the present requirement that their unemploy 
ment must have been caused by prior tariff concessions and that im 
ports must have been the "major cause" of injury. Instead, such as 
sistance would be authorized if the Secretary of Labor determined 
that unemployment was substantially due to import-related causes. 
Workers unemployed because of imports would also have job train 
ing, job search allowances, employment services and relocation as 
sistance available to them as permanent features of trade adjustment 
assistance.

In addition, I will submit to the Congress comprehensive pension 
reform legislation which would help protect workers who lose their 
jobs against loss of pension benefits. This legislation will contain a 
mandatory vesting requirement which has been developed with older 
workers particularly in mind.

The proposed Trade Reform Act of 1973 would terminate the pres 
ent program of at^ostment assistance to individual firms. I recom 
mend this action because I believe this program has been largely in 
effective, discriminates among firms within a given industry and has 
needlessly subsidized some firms at the taxpayer's expense. Changing 
competitive conditions, after all, typically act not u]xm particular 
firms but upon an industry as a whole and I have provided for entire 
industries under my import relief proposals.

DEALING WITH UNFAIR TRIMS PRACTICES
The President of the United States possesses a variety of authorities 

to deal with unfair trade practices. Many of these authorities must 
now be modernized if we are to respond effectively and even-handedly 
to unfair import competition at home and to practices which unfairly 
prejudice our export opportunities abroad.

To cope with unfair competitive practices in our own markets, my 
proposed legisl "" •**» uld amend our antidumping and countervail 
ing duty laws t v/ide for more expeditious 'investigations nid 
decisions. It wouio. _ ,ke a number of procedural and other changes in



these laws to guarantee their effective operation. The bill would also 
amend the current statute concerning patent infringement by subject 
ing cases involving imports to judicial proceedings similar to those 
which involve domestic infringement, and by providing for fair proc 
esses and effective action in the event of court delays. I also propose 
that the Federal Trade Commission Act be amended to strengthen our 
ability to deal with foreign producers whose cartel or monopoly prac 
tices raise prices in our market or otherwise harm our interest by re 
straining trade.

In addition, I ask for a revision and extension of my authority to 
raise barriers against countries which unreasonably or unjustifiably 
restrict our exports. Existing law provides such authority, only under 
a complex array of conditions which vary according to the practices 
or exports involved. My proposed bill would simplify the authority 
and its use. I would prefer, of course, that other countries agree to 
remove such restrictions on their own, so that we should not have to 
use this authority. But I will consider using it whenever it becomes 
clear that our trading partners are imwilling to remove unreasonable 
or unjustifiable restrictions against our exports.

OTHER MAJOR PROVISIONS
Moat-Favvred-Nation Autlwrity. My proposed legislation would 

grant the President aut" rity to extend most-fayorea-nation treat 
ment to any country whi deeded it in the national interest to do 
so. Under my proposal, h\. .rover, any such extension to countries not 
now receiving most-favored-nation treatment could be vetoed by a 
majority vote of either the House or the Senate within a three-month 
period.

This new authority would enable us to carry out the trade agree 
ment we have negotiated with the Soviet Union and thereby ensure 
that country's repayment of its lend-lease debt. It would also enable 
us to fulfill our commitment to Romania and to take advantage of 
opportunities to conclude beneficial agreements with other countries 
which do not now receive most-favored-nation treatment.

In the case of the Soviet Union, I recognize the deep concern which 
many in the Congress have expressed over the tax levied on Soviet 
citizens wishing to emigrate to new countries. However, I do not be 
lieve that a policy of denying most-favored-nation treatment to Soviet 
exports is a proper or even an effective way of dealing with this 
problem.

^ne o'f the most important elements of our trade agreement with the 
Soviet Union is the clause which calls upon each party to reduce 
exports of products which cause market disruptions in the other coun 
try. While I have no reason to doubt that the Soviet Union will meet 
its obligations under this clause if the need arises, we should still have 
authority to take unilateral action to prevent disruption if such action 
is warranted.

Because of the special way in which state-trading countries market 
their products abroad, I would recommend two modifications in the 
way we take such action. First, the Tariff Commission should only 
have to find "material injury" rather than "serious injury" from im-
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ports in order to impose appropriate restraints. Secondly, such re 
straints should apply only to exports from the offending country. These 
by state-trading countries, eliminating the difficult and time-consum 
ing problems associated with trying to reach a constructed value for 
their exports,

Balance of Payments Authority. Though it should only be used in 
exceptional circumstances, trade policy can sometimes be an effective 
supplementary tool for dealing with our international payments im 
balances. I therefore request more flexible authority to raise or lower 
import restrictions on a temporary basis to help correct deficits or sur 
pluses in our payments position. Such restraints could be applied to 
imports from all countries across the board or only to those countries 
which fail to correct a persistent and excessive surplus in their global 
payments position.

Anti-Inflation Authority. My trade recommendations also include 
a proposal I made on March 30th as a part of this Administration's 
effort to curb the rising cost of living. I asked the Congress at that 
time to give the President new, permanent authority to reduce certain 
import barriers temporarily and to a limited extent when he deter 
mined that such action was necessary to relieve inflationary pressures 
within the United States. I again urge prompt approval for this im 
portant weapon in our war against inflation.

Generalized Tariff Preferences. Another significant provision of my 
proposed bill would permit the United States to join with other devel 
oped countries, including Japan and the members of the European 
Community, in helping to improve the access of poorer nations to the 
markets of developed countries. Under this arrangement, certain prod 
ucts of developing nations v,ould benefit from preferential treatment 
for a ten-year period, creating new export opportunities for such coun 
tries, raising tlieir foreign exchange earnings, and permitting them to 
finance those higher levels of imports that are essential for more rapid 
economic growth.

.This legislation would allow duty-free treatment for a broad range 
of manufactured and semi-manufactured products and for a selected 
list of agricultural and primary products which are now regulated 
only by tariffs. It is our intention to exclude certain import-sensitive 
products such as textile products, footwear, watches ana certain steel 
products from such preferential treatment, along with products which 
are now subject to outstanding orders restricting imports. As is the 
case for the multilateral negotiations authority, public hearing proce: 
dures would be held before such preferences were granted and prefer 
ential imports would be subject lo the import relief provisions which 
I have recommended above. Once a particular product from a given 
country became fully competitive, however, it would no longer qualify 
for special treatment. *

The United States would grant such tariff preferences on the basis 
of international fair play. We would take into account the actions of 
other preference-granting countries and we would not grant prefer 
ences to countries which discriminate against our products in favor of 
goods from other industrialized nations unless those countries agreed 
to end sueh discrimination.
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Permanent Management Authorities. To "permit more efficient and 
more flexible management of American trade policy, I request perma 
nent authority to make limited reductions in our tariffs as a form of 
compensation to other countries. Such compensation could be necessary 
in cases where we have raised certain barriers under the new import 
restraints discussed above and would provide an alternative in such 
cases to increased barriers against our exports.

I also request permanent authority to offer reductions in particular 
United States barriers as a means of obtaining significant advantages 
for American exports. These reductions would oe strictly limited; they 
would involve tariff cuts of no more than 20 percent covering no more 
than two percent of total United States imports in any one year.

REFORMING INTERNATIONAL TRADING BULES
The coming multilateral trade negotiations will give us an excellent 

opportunity to reform and update the rules of international trade. 
There are several areas where we will seek such changes.

One important need concerns the use of trade policy in promoting 
equilibrium in the international payments system. We will seek rule 
changes to permit nations, in those exceptional cases where such meas 
ures are necessary, to increase or decrease trade barriers across the 
board as one means of helping to correct their payments imbalances. 
We will also seek a new rule allowing nations to impose import restric 
tions against individual countries which fail to take effective action to 
correct an excessive surplus in their balance of payments. This rule 
would parallel the authority I have requested to use American import 
restrictions to meet our own balance of payments problem.

A second area of concern is the need lor a multilateral system for 
limiting imports to protect against disruptions caused by rapidly 
changing patterns of international trade. As I emphasized earlier, we 
need a more effective domestic procedure to meet such problems. But 
it is also important that new arrangements be developed at the inter 
national level to cope with disruptions caused by the accelerating pace 
of change in world trade.

We will therefore seek new international rules which would allow

reducing barriers to other products. At the same time, the interests of 
exporting countries should be protected by providing that such safe 
guards will be phased out over a reasonable period of time.

PROMOTING EXPORT EXPANSION
As trade barriers are reduced around the world, American exports 

will increase substantially, enhancing the health of our entire economy.
Already our efforts to expand American exports have moved forward 

on many fronts. We have made our exports more competitive by re 
aligning exchange rates. Since 1971, our new law permitting the estab 
lishment of Domestic International Sales Corporations has been help 
ing American companies organize their export activities more effec-
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tively. The lending, guaranty and insurance authorities of the Export- 
Import Bank have been increased and operations have been extended 
to include a short-term discount loan facility. The Department of 
Commerce has reorganized its facilities for promoting exports and has 
expanded its services for exporters. The Department of State, in co 
operation with the Department of Commerce, is giving increased em 
phasis to commercial service programs in our missions abroad.

In addition, I am today submitting separate legislation which would 
amend the Esport Trade Act in order to clarify the legal framework 
in.which associations of e:cporters can function. One amendment would 
make it clear that the act applies not only to the export of goods but 
also to certain kinds of services—architecture, construction, engineer 
ing, training and management consulting, for example. Another 
amendment would clarify the exemption of export associations from 
our domestic antitrust lawSj while setting up clear information, dis 
closure and regulatory requirements to ensure that the public interest 
is fully protected.

In an era when more countries are seeking foreign contracts for en 
tire industrial projects—including steps ranging from engineering 
studies through the supply of equipment and the construction of 
plants—it is essential that our laws concerning joint export activities 
allow us to meat our foreign competition on a fair and equal basis.

THE GROWTH OF INTERNATIONAL INVESTMENT
The rapid growth o ? international investment in recent years has 

raised new questions uid new challenges for businesses'and gov 
ernments. In our own country, for example, some people have feared 
that American investment abroad will result in a loss of American 
jobs. Our ptudies show, however, that such investment on balance 
has meant more and better jobs for American workers, has improved 
our balance _>f trade and our overall balance of payments, and has 
generally strengthened our economy. Moreover, I strongly believe 
that an open system for international investment, one which elimi 
nates artificial incentives or impediments here and abroad, offers great 
promise for improved prosperity throughout the world.

It may well be that new rules and new mechanisms will be needed 
for international investment activities. It will take time, however, to 
develop them. And it is important that they be developed as much 
as possible on an international scale. If we restrict the ability of 
American firms to take advantage of investment opportunities abroad, 
\ve can only expect that foreign firms wil seize these opportunities and 
prosper at our expense.

I therefore urge the Congress to refrain from enacting broad new 
changes in our laws governing direct foreign investment until'we 
see what possibilities for multilateral agreements emerge.

It is in this context that we must also shape our system for taxing 
the foreign profits of American business. Our existing system permits 
American-controlled businesses in foreign countries to operate under 
the same tax burdens which apply to its foreign competitors in that
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country. I believe that system is fundamentally sound. We should 
not penalize American business by placing It at a disadvantage with 
respect to its foreip n competitors.

American enterprises abroad now pay substantial foreign income 
taxes. In most ca?/es, in fact, Americans do not invest abroad because 
of an attractive t&y. situation but because of attractive business op 
portunities. Our ir.come taxes are not the cause of our trade problems 
and tax changes v ill not solve them.

The Congress exhaustively reviewed this entire matter in 1962 
and the conclusion it reached then is still fundamentally sound: there 
is no reason that our tax credit and deferral provisions relating to 
overseas investment should be subject to drastic surgery.

On the other hand, ten years of experience have demonstrated that 
in certain specialized cases American investment abroad can be sub 
ject to abuse. Some artificial incentives for such investment still 
exist, distorting the flow of capital and producing unnecessjary hard 
ship. In those cases where unusual tax advantages are offerea to in 
duce investment that might not otherwise occur, we should move to 
eliminate that inducement.

A number of foreign countries presently grant majov tax induce 
ments such as extended "holidays" from local taxes in order to at 
tract investment from outside their borders. To curb such practices, 
I will ask the Congress to amend our tax laws so that earnings from 
new American investments which take advantage of such incentives 
will be taxed by the United States at the time they are earned— 

.even though the earnings are not returned to this country. The only 
exception to this provision would come in cases where a bilateral 
tax treaty provided for such an exception under mutually advanta 
geous conditions.

American co- panics sometimes make foreign investments spe 
cifically for tr purpose of re-exporting products to the United States. 
This is the classic "runaway plant" situation. In cases where foreign 
subsidiaries of American companies have receipts froiu exports to 
the United States which exceed 25 percent of the subsidiaries' total 
receipts, I recommend that the earnings of those subsidiaries also be 
taxed at current American rates. This new rule would only apply, 
however, to new investments and to situations where lower taxes in 
the foreign country are a factor in the decision to invest. The rule 
would also provide for exceptions in those unusual cases where our 
national interest required a different result.

There are other situations in which American companies so design 
their foreign operations that the United States treasury bears tne 
burden when they lose money and deduct it from their taxes. Yet 
when that same company makes money, a foreign treasury receives
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the benefit of taxes on its profits. I will ask the Congress to make 
appropriate changes in the rules which now allow this inequity to 
occur.

We have also found that taxing of mineral imports by United States 
companies from their foreign affiliates is subject to lengthy delays. I 
am therefore instructing the Department of the Treasury, in consulta 
tion with the Department of Justice and the companies concerned, to 
institute a procedure for determining inter-company prices and tax 
payments in advance. If a compliance program cannot be developed 
voluntarily, I shall af^ for legislative authority to create one.

THE CHALLENGE OF CHANGE
Over the past year, the Administration has repeatedly emphasized 

the importance of bringing about a more equitable and open world 
trading system. We have encouraged other nations to join in negotia 
tions to achieve this goal. The declaration of European leaders at their 
summit meeting last October demonstrates their dedication to the 
success of this effort Japan, Canada and other nations share this 
dedication.

The momentum is there. Now we — in this country — must seize the 
moment if that momentum is to be sustained.

When the history of our time is written, this era will surely be de 
scribed as one of profound change. That change has been particularly 
dramatic in the international economic arena.

The magnitude and pace of economic change confronts us today with 
policy questions of immense and immediate significance. Change can 
mean increased disruption and suffering, or it can mean increased well- 
being. It can bring new forms of deprivation and discrimination, or it 
can bring wider sharing of the benefits of progress. It can mean con 
flict between men and nations, or it can mean growing opportunities 
for fair and peaceful competition in which all parties can ultimately 
gain.

My proposed Trade Reform Act of 1973 is designed to ensure that 
the inevitable changes of our time are beneficial changes — for our 
people and for people everywhere.

I urge the Congress to enact these proposals, so that we can help 
move our country and our world away from trade confrontation and 
toward trade negotiation, away from a period in which trade has been 
a source of international and domestic friction and into a new era in 
which trade among nations helps us to build a peaceful, more prosper 
ous world.

BICHAKD NIXON. 
The WHTTE HOUSE, April 10, 1973.

M-l« O - 73 - I



SUMMARY OF TRADE REFORM ACT OF 1973

Title I—AUTHORITY FOR NEW NEGOTIATIONS
Title I contains the basic authorities required for trade negotiations.
The President is provided authority for a period of five years to 

increase or decrease tariffs without limit in order to carry out trade 
agreements. Any proposed changes in duties are subject to prenegotia- 
tion procedures, including public hearings. Duty reductions will be 
phased over a minimum of five equal annual stages or by maximum 
annual reductions of three percent ad valorem^ whichever is greater.

The President is provided advance authority to implement agree 
ments relating to methods of customs valuation, certain matters re 
lating to assessments and marking of origin requirements. A new 
procedure is also established under which the President can implement 
agreements on other types of trade barriers if he notifies the Congress 
90 days before concluding such an agreement and if neither House of 
Congress disapproves of the agreement within ninety days of its 
submission.

Title II—RELIEF FROM DISRUPTION CAUSED BY FAIR
COMPETITION

Title II contains major changes in existing provisions relating to 
import relief for industries seriously injured by increased imports, 
and provides new adjustment assistance provisions for workers dis 
placed by import competition.

Chapter I liberalizes existing criteria for determining that injury 
to domestic industries is due to imports. Upon petition, request, or on 
its own motion, the Tariff Commission will conduct an investigatior 
to determine whether increased imports are the "primary" cause of 
serious injury, or threat thereof, to the domestic industry producing 
like or directly competitive articles. A finding of market disruption 
constitutes prima facie evidence that imports are the primary cause 
of injury.

The President can provide import relief in the form of increases in 
duties, quantitative limitations, orderly marketing agreements, and 
suspension of .items 806.30 and 807.00 of the Tariff Schedules. Con 
sistent with adjustment purposes, import relief is limited to five years 
and must be phased out during this period. The relief may be extended 
for one two-year period.

Chapter II on adjustment assistance provides for supplemental 
payments to workers in cases where the Secretary of Labor determines 
that increased imports have been a "substantial" cause of unemploy 
ment or underemployment. The* supplen?fntifl wwtoent benefits are 
based on those which will apply under State law wf all workers fol- 

(15)
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lowing enactment of compansion legislation establishing minimum 
State standards for unemployment insurance benefits. The chapter 
also provides continuing programs of worker benefits in the form of 
training and relocation and job search allowances,

Title III—RELIEF FROM UNFAIR TRADE PRACTICES
Title III revises the four principal statutes which provide authority 

to respond to foreign unfair trade practices.
Chapter I revises and expands the President's authority under 

section 252 of the Trade Expansion Act to take action against foreign 
countries which maintain unjustifiable or unreasonable import re 
strictions and other policies which burden, reotrict, or discriminate 
against United States trade.

Chapter II amends the Antidumping Act of 1921. The amendments 
include placing time limits or investigations and withholding of ap 
praisement and providing for hearings.

Chapter III contains major amendments to the countervailing duty 
law. Countervailing duties will -pply for the first time to duty-free 
goods, subject to a determination of material injury by the Tariff 
Commission. The application of countervailing duties is not required, 
however, if such action would be significantly detrimental to United 
States economic interests or an existing quantitative limitation is an 
adequate substitute. The Secretary of the Treasury must determine 
within one year whether a bounty or grant is being paid or bestowed.

Chapter IV amends section 337 of the Tariff Act relating to foreign 
unfair practices in import trade by expanding the procedures in the 
statute relating to patent infringement. Companion legislation will 
provide, the Federal Trade Commission authority to investigate and 
regulate other unfair methods of import competition.

. Title IV—INTERNATIONAL TRADE POLICY 
MANAGEMENT

Title IV contains various permanent authorities to provide the 
President with more flexible means to manage trade policy.

It provides explicit and flexible authority for the President to deal 
with serious balance-of-payments situations, including authority to 
impose a temporary import surcharge or other import limitations to 
deal with a serious balance-of-payments deficit, or to cooperate in cor 
recting an international balance-o'f-payment disequilibrium. The 
President is also authorized td reduce or suspend tariffs or other import 
restrictions temporarily in the case of a persistent balance-of-payments 
surplus.

Other permanent* authorities enable the President to exercise fully 
United States rights and obligations under trade agreements, to im 
plement supplemental tariff agreements of a limited scope, to com 
pensate countries for increases in United States import restrictions, 
and to reduce import restrictions temporarily to restrain inflation.
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Title V—TRADE RELATIONS WITH COUNTRIES NOT EN- 
JOYING MOST-FAVORED-NATION TREATMENT

Title V provides authority to the President to extent most-favored- 
nation treatment to imports from countries which currently receive 
Column 2 rates of duty, subject to a 90-day Congressional veto pro 
cedure. This treatment may be extended through bilateral commercial 
agreements or through, multilateral trade agreements to which the 
United States is also a party.

The agreements must be limited to an initial period of not more than 
three years but may be renewed for additional three-year periods. The 
President may suspend or withdraw the application of most-favored- 
nation treatment at any time, and the agreements must provide for 
suspension or termination at any time fernational security reasons.

The Tariff Commission, upon petition or other initiation will conduct 
an investigation to determine whether imports from the country re 
ceiving most-favored-nation treatment under this title are causing or 
likely to cause material injury to a domestic industry and whether 
market disruption exists with respect to these imports. The President 
may apply relief measures to imports from that country without 
taking action on imports from other countries.

Title Vl—GENERALIZED SYSTEM OP PREFERENCES
Title VI provides authority to the President for ten years to parti 

cipate with other developed countries hi granting generalized tariff 
preferences on imports of semi-manufactures, manufactures, and se-
T- -i- 1 _1.1- -.-____ _1---1__ f..- __ -1-___1 -- V 1 ••

. any eligible arti- 
o pre-negotiation

procedures. Preferential treatment is generally not to apply to im 
ports of an article from a particular developing country which sup 
plies more than 50 percent of the total value of United States imports 
or $25 million of the article to the United States during a representative 
annual period.

Preferential treatment will not apply to articles on which import 
relief measures or national security actions are in effect. Developing 
countries which do not undertake to eliminate preferences to other 
develop xl countries before January 1,1976 or are riot receiving most- 
favored-nation treatment are not eligible as beneficiaries.

Title VII—GENERAL PROVISIONS
Title VII contains general technical provisions applicable to the 

entire Act, including maintenance of the Tariff Schedules of the 
United States, and TOO repeal of various sections of the Trade Ex 
pansion Act. It also repeals the Johnson Debt Default Act, and an 
embargo on certain furs.



TRADE REFORM ACT OF 1973
A BILL To promote the~deVelopment of an-open, nondtacriinlnatory and' fliir | 

world economic system, to stimulate the economic growth of the United States, and to provide the President with additional nefotUttn* authority therefor, 
and for other purposes.
Be it enacted oy the Senate and House of Representatives of the 

United States of America in Congress assembled. That this Act, with 
the following table of contents, may be cited as the "Trade Reform 
Act of-1978?
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SEC. 1. SHORT TITLE.
This Act may be cited as the "Trade Reform Act of 1973." 

SEC. 2. STATEMENT OF PURPOSES. 
The purposes of this Act are—
(a) To provide authority in the trade field supporting United States 

participation in an interrelated effort to develop an open, nondiscrimi- 
natory and fair world economic system through reform of interna 
tional trade rules, formulation of international standards for invest 
ment and tax laws and policies, and improvement of the international 
monetary system;

(b) To facilitate international cooperation in economic affairs for 
the purpose of providing a means or solving international economic 
problems, furthering peace and raising standards of living throughout 
the world;

(c) To stimulate the economic growth of the United States and en 
large foreign markets for the products of United States commerce 
(including agriculture, manufacturing, mining, and fishing) by fur 
thering the expansion of world trade through the progressive reduc 
tion and elimination of barriers to trade on a basis of mutual benefit 
and equity;

(d) To establish a program of temporary import relief to facilitate 
adjustment of sections of the domestic economy adversely affected by 
increased imports, consistent with anticipated multilateral safeguard 
rules being negotiated with other trading nations; .

(e) To provide trade adjustment assistance to workers adversely 
affected by increased imports;

(f) To improve the means of dealing with problems of unfair im 
port competition;

(g) To provide additional authority for the President to facilitate 
his negotiations with foreign nations to obtain for exports of Ameri 
can producers fair treatment and equitable access to foreign markets;

(h) To provide the President with more flexible authority to deal 
with matters affecting trade, including the full exercise of United 
States rights in the context of international agreements and the use of 
temporary measures to deal with balance of payments disequilibria 
and to restrain inflation;
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(i) To enable the United States to take advantage of new trade op 
portunities with countries with which it has not had trade agreement 
relations in the recent past; and

(j) To provide for United States participation in the common 
effort of developed countries to open their markets on & generalized 
preferential basis to the products of developing countries.

TITLE J-AUTHORITY FOB NEW 
NEGOTIATIONS

CHAPTER 1,-GENERAL AUTHORITIES
SEC. 101. BASIC AUTHORITY FOB TRADE AGREEMENTS.

Whenever the President determines that any of the purposes of this 
Act will be promoted thereby, the President may—

(1) After the date of enactment of this Act, and before five 
years from that date, enter into trade agreements with foreign 
countries or instrumentalities thereof; and

(2) Provide for such modification or continuance of any existing 
duty, such continuance of existing duty-free or excise treatment, 
or such additional duties, as he determines.to be required or 
appropriate to carry out any such trade agreement.

SEC. 102. STAGING REQUIREMENTS AND HOUNDING AUTHORITY.
(a) Except as otherwise provided in this section, the aggregate 

reduction in the rate of duty on any article which is in effect on any 
day pursuant to a trade agreement under this title shall not exceed 
the aggregate reduction which would have been in effect on such day 
if—

(1) one fifth of the total reduction Jider such agreement or a 
reduction of three percent ad valorem (or ad valorem equivalent) 
whichever is greater, had taken effect on the date of the first action 
pursuant to section 101 (b) to carry out such trade agreement, and

(2) the remainder of such total reduction had taken effect at 
one-year intervals after the date referred to in paragraph (1) in 
installments equal to the greater of three percent ad valorem (or 
ad valorem equivalent) or one fourth of such remainder.

(b) After any part of a reduction takes effect, then any time there 
after during which such part of the reduction is not in effect by reason 
of action taken pursuant to Chapter 1 of Title II of this Act shall 
be excluded in determining the one-year intervals referred to in sub 
section (a) (2).

(c) If the President Tletermines that such action will simplify the 
computation of the amount of duty imposed with respect to an article, 
he may exceed the limitation provided by subsection (a) of this sec 
tion by not more than whichever of the following is lesser:

(1) the difference between the limitation and the next lower 
whole number, or

(2) one-half of one percent ad valorem, or ad valorem equiva 
lent

(d) The provisions of subsection (a) need not be applied if the 
total reduction in the rate of duty does sot exceed ten percent of the 
rate prior to the reduction.
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(e) Nothing contained herein shall prevent the President, where he 
determines that it is appropriate, from providing in the case: of cer 
tain products, that reductions pursuant to a trade agreement under 
this title shall become fully effective over a longer period of time than 
that provided in subsection (a).
SEC. 103. NONTARIFF BARRIERS TO TRADE.

(a) The Congress finds that trade barriers and other distortions of 
international trade are reducing the growth of foreign markets for the 
products of United States commerce (including agriculture, manu 
facturing, mining, and fishing), diminishing the intended mutual 
benefits of reciprocal trade concessions, and preventing the develop 
ment of open and nondiscriminatory trade among nations.. It is the 
will of the Congress that the President take all appropriate* and feasi 
ble steps within his power to reduce, eliminate, or harmonize barriers 
and otner distortions of international trade in order to further the 
objective of providing better access for products of the United States 
to foreign markets.

(b) In. order to further the objectives of subsection (a), the Presi 
dent is urged to negotiate trade agreements with, other countries and 
instrumentalities providing on a basis of mutuality for the reduction, 
elimination, or harmonization of barriers and other distortions of 
international trade. Nothing in this subsection or in subsection (a) 
shall be construed as prior approval ol any legislation that may be 
necessary to implement an agreement concerning trade barriers and 
other distortions of International trade.

(c) The President, whenever he finds that it will be of substantial 
benefit to the United States, is hereby authorized to take any action 
required or appropriate to carry out any trade agreement negotiated 
pursuant to subsection (b), to the extent that such implementation is 
limited to a reduction of the burden on trade resulting from methods 
of customs valuation, from establishing the quantities on which as 
sessments are made, and from requirements for marking of country 
of origin.

(d) Whenever the President enters into a trade agreement providing 
for the reduction, harmonization or elimination of barriers or other 
distortions of international trade, and the President determines that it 
is necessary or appropriate to seek additional action by Congress in 
order to implement such agreement, he may authorize the entry into 
force of such agreement and issue such orders as may be necessary for 
the United States to fulfill its obligations under such agreement, sub 
ject to the procedures contained in subsection (e).

(e) Orders issued pursuant to subsection (d) shall be valid pursuant 
to this sections

(1) Only if the President has given notice to the Senate and to 
the House of Representatives of his intention to utilize this proce 
dure, such notice to be given at least 90 days in advance of his 
entering into an agreement;

(2) Only after the expiration of 90,days from the date on which 
the President delivers a copy of such agreement to the Senate and 
to the House of Representatives, as well as a copy of his proposed 
orders in relation to existing law and a statement of his reasons 
as to how the agreement serves the interests of United States
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commerce and as to why the proposed orders are necessary to carry 
out the agreement; and

(3) Only if between the date of delivery of the agreement to 
the Senate and to the House of Representatives and the expiration 
of the 90-day period referred to in subsection (e) (2) above, 
neither the Senate nor the House of Representatives has adopted 
a resolution, by an affirmative vote by the yeas and nays of a 
majority of the authorized membership of that House, stating that 
it disapproves of the agreement.

For purposes of subsection (e) (2), in the computation of the §0 day 
period there shall be excluded the days on which either House is not 
in session because of adjournment o:E more than three days to a day 
certain or an adjournment of the Congress sine die. The notices 
referred to in subsection (e) (1) and the documents referred to in sub 
section (e) (2) shall be delivered to both Ho»'^/^ of the Congress on the 
same day and shall be delivered to the C.terk of the House of Rep 
resentatives if the House of Representatives is not in session and to the 
Secretary of the Senate if the Senate is not in session.

CHAPTER 2^-HEARINGS AND ADVICE CONCERNING 
NEGOTIATIONS PURSUANT TO TITLE I

Subchapter A—Title I Prenegotiation Requirements 
SEC. 111. TARIFF COMMISSION ADVICE.

(a) In connection with any proposed trade agreement under sec 
tion 101, the President shall from time to time publish and furnish the 
Tariff Commission with lists of articles which may be con. idered for 
modification or continuance of United States duties, continuance of 
United States duty-free or excise treatment, or additional duties.

(b) Within six months after receipt of such a list, the Tariff Com 
mission shall advise the President with respect to each article of its 
judgment as to the probable economic effect of modifications of duties 
on industries producing like or directly competitive, articles, so as to 
assist the President in making an informed judgment as to the impact 
that might be caused by such modifications on United States industry, 
agriculture, and labor.

(c) In preparing its advice to the President, the Tariff Commission 
shall, to the extent practicable^—

(1) investigate conditions, causes, and effects relating to com 
petition between the foreign industries producing the articles in 
question and the domestic industries producing the like or di 
rectly competitive articles;

(2) analyze the production, trade, and consumption of each 
like or directly competitive article, taking into consideration em 
ployment, profit levels, and use of productive facilities with re 
spect to the domestic industries concerned, and such other eco 
nomic factors in such industries as it considers relevant, including 
prices, wages, sales, inventories, patterns of'demand, capital in 
vestment, obsolescence of equipment, and diversification of 
production;
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(S) describe the probable nature and extent of any significant 
change in employment, profit levels, use of productive facilities 
and such other conditions as it deems relevant in the domestic in 
dustries concerned which it believes such modifications would 
cause; and

(4) make special studies (including studies of real wages paid 
in foreign supplying countries), whenever deemed to he war- 
ranted^ of particular proposed modifications affecting United 
States industry, commerce, agriculture, mining, fishing, and labor, 
utilizing to the fullest extent practicable United States Govern 
ment facilities abroad and appropriate personnel of the United 
States.

(d) In preparing its advice to the President, the Tariff Commission 
shall, after reasonable notice, hold public hearings.
SfaCltt. ADVICE FROM DEPARTMENTS.

(a) Before any trade agreement is entered into under sections 101 
ana 103 of this title, the President shall seek information and-*dvice 
with respect to each agreement from the Departments of Agriculture, 
Commerce, Defense, Interior, Labor, State, Treasury, and the Special 
Representative for Trade Negotiations, and from other sources ae he 
may deem appropriate.

(t>) Whenever the President or any agency seeks advice of selected 
industry, labor and agriculture groups concerning United States nego 
tiating objectives and bargaining positions in specific product sectors 
prior to entering into a trade agreement under this title, the meetings 
of such advisory groups shall bo exempt from the requirements relat 
ing to open meetings and public participation contained in section 
10{a) (1) and (3) of the Federal Advisory Committee Act
SEC 111 PUBLIC HEARINGS.

(a) In connection with any proposed trade agreement under sections 
101 and 103 of this title, the President shall afford an opportunity for 
any interested person to present his views concerning any article on a 
list published pursuant to section 111, any article which should be so 
listed, any concession which should be sought by the United States, 
or any other matter relevant to such proposed trade agreement. For 
this purpose, the President shall designate an agency or an interagency 
committee which shall, after reasonable notice, hold public hearings, 
and prescribe regulations governing the conduct of such hearings. ^

(b) The organization holding such hearings shall furnish the Presi 
dent with a summary thereof. •
SEC 114. PREREQUISITE FOR OFFERS.

In any negotiations seeking an agreement under section 101, the 
President may make an offer for the modification or continuance of 
any duty, or continuance of duty-free or excise treatment, with respect 

. to any article only after he. has .received a summary of the hearings 
at which an opportunity to'be heard with respect to such article has ! 
been afforded under section 113. In addition, the President may make 
such an offer only~after he has received advice concerning such article 
from the Tariff Commission under section 111 (b), or after the expira 
tion of the relevant six-month period provided for in that section, 
whichever first- occurs.
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Snbchftpter B—Congressional Liaison
SEC. 12L TRANSMISSION OF AGREEMENTS TO CONGRESS.

As soon as practicable after a trade agreement entered into under 
section 101 or 103 has entered into force with respect to the United 
States, the Presidant shall, if he has not previously done so, transmit 
a copy of such trade agreement to each House of the Congress to 
gether with a statement, in the light of the advice of the Tariff Com 
mission under section 111 (b), if any, and of other relevant considera 
tions, of his reasons for entering into the agreement.

TITLE K—RELIEF FROM DISRUPTION 
CAUSED BY FAIR COMPETITION .

CHAPTER L-IMPORT RELKEF
SEC. Ml. INVESTIGATION BY TARIFF COMMISSION.

port competition may Be Bled
a trad'j association,

firm, certified or recognized union, or group of workers, which is 
representative of an industry. The petition shall include a statement 
describing the specific purpose £or which import relief is being sought, 
which may include such object' fes as facilitating the orderly transfer 
of resources to alternative employment and other means of adjustment 
to new conditions of competition.

(?) Whenever a petition is filed under this subsection, the Tariff 
Commission shall transmit a copy thereof to the Special Representa 
tive for Trade Negotiations anctthe agencies directly concerned,

(b) (1) Upon the request of the President or the Special Represent 
ative for Trade Negotiations, upon resolution of either the Committee 
on Finance of the Senate or the Committee on Ways and Means of 
the House of Representatives, upon its own motion, or upon the-filing 
of a petition under subsection (a)(l), the Tariff Commission shall 
promptly make an investigation to determine whether an article is 
being imported into the United States in such increased quantities as 
to be the primary cause of serious injury, or the threat thereof, to the 
domestic industry producing articles like or directly competitive with 
the imported article.

(2) In making its determination regarding serious injury or threat 
thereof, the Tariff Commission shall take into account all economic 
factors which it considers relevant, including significant idling of pro 
ductive facilities in the industry, inability of a signficant number of 
firms to operate at a reasonable level of profit, and significant unem 
ployment or underemployment within the industry.

(3) In making its determination regarding primary cause, the 
Tariff Commission shall take into account all factors it considers rele 
vant, including the extent to which current business conditions within 
the industry may have contributed to the competitive difficulties which 
the firms in the industry have been experiencing.

(4) In addition, the Tariff Commission shall, for the purpose of as 
sisting the President in making his determinations under sections 202
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and 203, investigate and report on efforts made by the firms in the 
industry to compete more effectively with imports.

(5) In each investigation under this subsection in which it-Jew 
quested to do so pursuant to the petition, request or resolution referred 
to in subsection (b) (1) or on its own motion, the Tariff Commission 
shall determine whether there exists a condition of market disruption 
as defined in subsection (f) below. If the Tariff Commission finds 
serious injury, or the threat thereof, a finding of market disruption 
shall constitute prima facie evidence that increased quantities of im 
ports of the like or directly competitive articles are the primary cause 
of such injury or threat thereof .

(c) In the course of any proceeding under subsection (b), the Tariff 
Commission shall, after reasonable notice, hold public hearings and 
shall afford interested parties an opportunity to be present, to present 
evidence, and to be heard at such hearings.

(d) (l) The Tariff Commission shall report to the President its find 
ings under subsection (b) and the basis therefor and include in each 
report any dissenting or separate views. The Tariff Commission shall 
furnish to the President a transcript of the hearings and any briefs 
which may have been submitted in connection with each investigation.

(2) The report of the Tariff Commission of its determination under 
subsection (o) shall be made at the earliest practicable time, but not 
later than three months after the date on which the petition is filed 
(or the date on which the request or resolution is received or the mo 
tion is adopted, as the case may be), unless prior to the end of the 
three-month period, the Tariff (Commission makes a finding that a fair 
and thorough investigation cannot be made within that time and pub 
lishes its finding in the Federal Kegister. In such cases, the period 
within which the Tariff Commission must make its report shall be 
extended by two months.

(3) Upon making its report to the President, the Tariff Commis 
sion shall also promptly make it public (with the exception of infor 
mation which the Commission determines to be confidential) and 
have a summary of it published in the Federal Register.

(e) No investigation for the purposes of this section shall be made 
with respect to the same subject matter as a previous investigation, 
under this section, unless one year has elapsed since the Tariff Commis 
sion made its report to the President of the results of such pievious 
investigation.

(f) (1) For the purposes of this section the term "the primary cause" 
means the largest single cause.

(2) For the purposes of this section, a condition of market disrup 
tion shall be found to exist whenever a showing has been made that 
imports of a like or directly competitive article are substantial, that 
they are increasing rapidly both absolutely and as a proportion of 
total domestic consumption, and that they are offered at prices sub 
stantially below those of comparable domestic articles.

(g) Any investigation by the Tariff Commission under subsection 
(bj of section 301 of the Trade Expansion Act of 1962 (as in effect 
before the date of the enactment of this Act) which is in progress 
immediately before such date of enactment shall be continued under 
this section in the same manner as if the investigation had been 
instituted originally under the provisions of this section. For purposes
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of subsection (d) (2), the petition for any investigation to which the 
preceding sentence applies shall be treated as having been filed, or tho 
request or resolution as having been received or the motion having 
been adopted, as ths case may be, on the date of the enactment of 
this Act

(h) If, on the •'• '.;• of the enactment of this Act, the President had 
not taken any act ... with respect to any report of the Tariff Commis 
sion containing an affirmative determination resulting from an inves 
tigation undertaken by it pursuant to section 301 (b) of the Trade 
Expansion Act of 1962 (as in effect before the date of the enactment of 
this Act) such report shall be treated by the President as a report 
received by him under this section on the date of the enactment of 
this Act.
SEC. 202. PRESIDENTIAL ACTION AFTER INVESTIGATIONS.

(a) After receiving a report from the Tariff Commission contain 
ing an affirmative finding that increased imports have been the primary 
cause of serious injury or threat thereof under section 201 (d) with 
respect to an industry, the President may-—

(1) provide import relief for such industry in accordance with 
section 203; or

(2) direct the Secretary of Labor to give expeditious consider 
ation to petitions for adjustment assistance for workers in the 
industry concerned; or

(3) take any combination of these actions.
(b) Within 60 days after receiving a report from the Tariff Com 

mission containing an affirmative finding under section 201 (b), the 
President shall make his determination whether to provide import 
relief pursuant to section 203; provided, that in the event the Tariff 
Commission was equally divided, the President shall act within 120 
days. If the President determines not to provide import relief, he 
shall immediately submit a report to the House of Representatives and 
to the Senate stating the considerations on which nis decision was 
based.

(c) In determining whether to provide import relief pursuant to 
section 203, the President shall take into account, in addition to such 
other considerations as he may deem relevant—

(1) information and advice from the Secretary of Labor on the 
extent to which workers in the industry have applied for, are re 
ceiving, or are likely to receive adjustment assistance or benefits 
from other manpower programs;

(2) the probable effectiveness of import relief as a means to 
promote achievement of the adjustment purpose, the efforts being 
made or to be implemented by the industry concerned to adjust 
to import competition and other considerations relative to the 
position of the industry in the nation's economy;

(3) the effect of import relief upon consumers, including the, 
price and availability of the imported article and the like of di 
rectly competitive article produced in the United States, and upon 
competition in the domestic markets for such articles;

(4) the effect of import relief on United States international 
economic interests:
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(5) the impact upon United States industries and firms as a 
consequence of any possible modification of duties or other import 
restrictions which may be required for purposes of compensation;

(6) the geographic concentration or imported products mar 
keted in the United States; and

(7) alternative economic and social costs that would be incurred 
by taxpayers, communities, and workers, if import relief were or 
were not provided.

(d) The President may, within 45 days after the date on which he 
receives an affirmative finding of the Tariff Commission under section 
201 (b) with respect to an industry, request additional information 
from the Tariff Commission. The Tariff Commission shall as soon as 
practicable but in no event more than 60 days after the date on which 
it receives th» President's request, furnish additional information with 
respect to such industry in a supplemental report. For purposes of 
subsection fb), the date on which the President receives such supple 
mental report shall be treated as the date on which the President re 
ceived the affirmative finding of the Tariff Commission.
SEC. 203. IMPORT RELIEF. '

(a) If the President determines pursuant to section 202 to provide 
import relief, he shall, to the extent and for such time (not to exceed 
five years) that he determines necessary to prevent or remedy serious 
injury or the threat thereof to the industry in question and to facilitate 
the orderly adjustment to new competitive conditions by the industry 
in question—

(1) provide an increase in, or imposition of, any duty or other 
import restriction ci the article causing or threatening to cause 
serious injury to such industry; or

(2) suspend, in whole or in part, the application of items 806.30 
or 807.00 of the Tariff Schedules of the United States with respect 
to such article; or

(3) negotiate orderly marketing agreements with foreign coun 
tries limiting the export from foreign countries and the import 
into the United States of the article causing or threatening to 
cause serious injury to such industry; or

(4) take any combination of such actions.
(b) Import relief provided pursuant to subsection (a) shall become 

initiaJh' affective no later than 60 days after the President's determi- 
natior under section 202 to provide import relief, except that the appli 
cable period within which import relief shall be initially provided 
shall be 180 days if the President anounces at the time of his determi 
nation to provide import relief his intention to negotiate one or more 
orderly marketing agreements pursuant to subsection (a) (3) of this 
section.

(c) In order to carry out an agreement concluded under subsection 
(a) (3), the President is authorized to issue regulations governing the 
entry or withdrawal from warehouse of articles covered by such agree 
ment. In addition, in order to carry out one or more agreements con 
cluded under subsection (a) (3) among countries accounting for a sig 
nificant part of United States imports of the article covered by such 
agreements, the President is also authorized to issue regulations gov-
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erning the entry or withdrawal from warehouse of the like articles I 
which are the product of countries not parties to such agreements.

(d) (1) Wherever the President has acted pursuant to subsection 
(a)' (1) or (2), he may at any time thereafter while such import re-1 
lief is in effect, negotiate orderly marketing agreements with foreign 
countries, and may, upon the entry into force of such agreements, sus 
pend or terminate; in whole or in part, such other actions previously 
taken.

(2) Any import relief provi&jd pursuant to this section (including 
relief provided under any orderly marketing agreement) may be sus- i 
pended, terminated or reduced by the President at any time and, unless 
renewed under subsection (d) (3), shall terminate not later than the 
close of the date which is five years after the effective date of the initial 
grant of any relief under this section.

(3) Any import relief provided pursuant to this section (includ 
ing any orderly marketing agreements) shall be phased out during the 
period of import relief and, in the case of a five-year term of import 
relief, the first reduction of relief shall commence no later than the 
close of the date which is three years after the effective date of the 
initial grant of relief. The phasing put of an orderly marketing agree 
ment may be accomplished through increases in the amounts of imports 
which may be entered during a year.

(4) Any import relief provided pursuant to this section (includ 
ing any orderly marketing agreements) may be renewed in whole or in 
part by the President for one two-year period if he determines, after 
taking into account the advice received from the Tariff Commission 
under subsection (e) (2) and after taking into account the factors de 
scribed in section 202 (b), that such renewal is in the national interest.

(e) (1) So long as any import relief pursuant to this section (in 
cluding any orderly marketing agreements) remains in effect, the 
Tariff Commission shall keep under review developments with respect 
to the industry concerned and upon reouest of: the President shall make 
reports to the President concerning sucn developments.

(2) Upon petition on behalf of the industry concerned, filed with the 
Tariff Commission not earlier than the date vhich is nine months, and 
not later than the date which is six months, before the date any import 
relief is to terminate fully by reason of the expiration of the applicable 
period prescribed pursuant to subsection (d) (2)., the Tariff Commis 
sion shall report to the President its findings as to the probable eco 
nomic effect on such industry of such termination as well as the 
progress and specific efforts made by the firms in the industry con 
cerned to adjust to import competition during the initial penod of 
import relief.

(3) Advice by the Tariff Commission under subsection (e) (2) shall 
be given on the basis of an investigation during the course of which 
the Tariff Commission shall hold a hearing at which interested persons 
shall be given a reasonable opportunity to be present, to produce evi 
dence, and to be heard.

(f) No investigation for the purposes of section 201 shall be made 
with respect to an industry which has received import relief under 
this section unless two years have elapsed since the expiration of im 
port relief under subsection (d).

95-146 O - 73 - 3
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CHAPTER ^ADJUSTMENT ASSISTANCE FOR WORKERS 
Snbchaptcr Av—Petitions and Determinations

SEC.2S1. PETITIONS.
(a) A petition for a certification of eligibility to apply for adjust 

ment assistance may be filed with the Secretary of Labor (hereinafter 
in this chapter referred to as "the Secretary") by a group i f workers 
or by their certified or recognized union or other duly authorized rep 
resentative. Upon receipt of the petition, the Secretary shall promptly 
publish notice in the Federal Register that he has received the petition 
and initiated an investigation.

(b) If the petitioner, or any other person found by the Secretary 
to have a substantial interest in the proceedings, submits not later 
than ten days after the Secretary's publication of notice under subsec 
tion (a) a request for a hearing, the Secretary shall provide for a pub 
lic hearing and afford such interested persons an opportunity to be 
present, to produce evidence, and to be heard. The Secretary may 
request the Tariff Commission to hold any hearing required by this 
section and submit the transcript thereof and relevant information and 
documents to him within a specified time.
SEC. 222. GROUP ELIGIBILITY REQUIREMENTS.

A group of workers shall be certified as eligible to apply for adjust 
ment assistance under this chapter if the Secretary determines that a 
significant number or proportion of the workers in such workers' firm 
or an appropriate subdivision of the firm have become totally or par 
tially separated, or are threatened to become totally or partially sepa 
rated, that sales or production, or both, of such firm or subdivision 
have decreased absolutely, and that increases of imports of articles 
like or directly competitive with articles produced by such workers' 
firm or an appropriate subdivision thereof contributed substantially 
'to such total or partial separation, 01 threat thereof.
SEC 221 DETERMINATIONS BY SECRETARY OF LABOR.

(a) As soon as possible after the date on which a petition is filed 
under section 221, hut in any event not later than 60 days after that 
date, the Secretary shall determine whether the petitioning group 
meets the requirements of section 222 and issue a certification of eligi 
bility to apply for assistance under this chapter covering workers in 
any group which meets such requirements. Each certification shall 
specify the date on which the total or partial separation began or 
threatened to begin.

(b) A certification under this section shall not apply to any worker 
whose last total or partial separation from the firm or appropriate 
subdivision, of the firm prior to his application under section 231 oc 
curred (1) more than one year before the date of the petition upon 
which such certification was granted, or (2) more than six months 
prior to the effective date of this Act.

(c) Whenever the Secretary concludes that the Tariff Commission 
can aid him in reaching a determination under this section, he may 
t-equest the Tariff Commission to conduct an investigation of facts 
relevant to such determination and to report the results within a 
specified time. In his request, the Secretary may state the particular 
nnds of data which he deems appropriate to be included.
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(d) Upon reaching his determination on a petition, the Secretary 
shall promptly publish a summary of the determination in the Fed 
eral Register.

(e) Whenever the Secretary determines, with respect to any certi 
fication of eligibility of the workers of a firm or subdivision of the 
firm, that total or partial separations from such firm or subdivision 
are no longer attributable to the conditions specified in section 222, 
he shall terminate such certification and promptly have notice of such 
termination published in the Federal Register. Such termination shall 
apply only with respect to total or partial separations occurring after 
the termination date specified by the Secretary.

Subchapter B.—Program Benefits
PART I-SUPPLEMENTAL PAYMENTS 

SEC. 231. QUALIFYING REQUIREMENTS FOR WORKERS.
An adversely affected worker covered by a certification under sub- 

chapter A who files an application with a cooperating State agency 
shall, in accordance with the provisions of this subchapter, be paid a 
supplement to the State unemployment insurance payments to which 
he is otherwise entitled, if the following conditions are met:

(A) Such worker's last total or partial separation prior to his 
application under this section, occurred

(1) on or after the date, as specified in the certification 
under which he is covered, on which total or partial separa 
tion began or threatened to begin in the adversely affected 
employment, and

(2) before the expiration of the two-year period beginning 
on the date on which the determination under section 223 
was made, and

(3) before the termination date (u any) determined pur 
suant to section 223 (e); and

(B) Such worker had, in the 52 weeks immediately preceding 
such total or partial separation, at least 26 weeks of employment 
at wages of $30 or more a week in adversely affected employment 
with a single firm or subdivision of a firm, or, if data with respect 
to weeks of employment are not available, equivalent amounts of 
employment computed under regulations prescribed by the 
Secretary. 

SEC. 232. SUPPLEMENT TO UNEMPLOYMENT INSURANCE.
(a) Any adversely affected worker who meets the requirements of 

section 231 and receives State unemployment insurance payments for 
any week within the two-year period beginning with the date on which 
his last total or partial separation prior to his application under sec 
tion 231 occurred shall receive a payment equal to the amount (if any) 
by which the unemployment insurance payment he receives under the 
applicable State law for such week is less than the payment he would 
have received for such week had the applicable State law provided

(1) the weekly benefit amount of any eligible individual for a
week of total unemployment shall be: . -

(i) an amount equal to at least one-half of such individual's
average weekly wage as determined by the State agency;
or
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(ii) the maximum weekly benefit amount payable under 
such State law, whichever is the lesser, and 

(2) the maximum weekly benefit amount shall be no less than 
66% percent of the Statewide average weekly wage most re 
cently computed before the beginning of the individual's benefit 
year.

(b) The amount of any weekly payment to be made under this sec 
tion which is not a whole dollar amount shall be rounded upward to 
the next higher whole dollar amount.

(c) For the purposes of this section—
(1) "benefit year" means a period as defined in State law except 

that it shall not exceed one year beginning subsequent to the 
end of an individual's base period.

(2) "base period" means a period as defined in State law except 
that it shall be fifty-two -consecutive weeks, one year, or four 
calendar quarters ending not earlier than six months prior to the 
beginning of an individual's benefit year.

(3) "individual's average weekly wage" means:
(i) in a State which computes individual weekly benefit 

amounts on the basis of high quarter \yages, an amount equal 
to one-thirteenth of an individual's high quarter wages; or 

(ii) in any other State, an amount computed by dividing 
the total amount of wages (irrespective of the limitation on 
the amount of wages subject to contribution under the State 
law) paid to such individual during his base period by the 
number of weeks in which he performs services in employ 
ment covered under such law during such period.

(4) "high quarter wages" means the amount of wages for serv 
ices performed in employment covered under the State law paid 
to an individual in that quarter of his base period in which such 
wages were highest, irrespctive of the limitation on the amount 
of wages subject to contributions under such State law.

(5) "Statewide average weekly wage" means the amount com 
puted by the State agency at least once each year on the basis 
of the aggregate amount of wages, irrespective of the limitation 
on the amount of wages subject to contributions under such State 
law, reported by employers as paid for services covered under such 
State law during the first four of the last six completed calendar 
quarters prior to the effective date of the computation, divided 
by a figure representing fifty-two times the twelve-month average 
of the number of employees in the pay period containing the 
twelfth day of each month during the same four calendar quar 
ters, as reported by such employers.

PART II—TRAINING AND RELATED SERVICES
SEC. 233. EMPLOYMENT SERVICES.

The Secretary shall make every reasonable effort to secure for ad 
versely affected workers covered by a certification under subchapter 
A of this chapter counseling, testing, and placement services, and sup 
portive and other services, provided for under any Federal law. The 
Secretary shall, whenever appropriate, procure such services through 
agreements with cooperating State agencies.
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SEC. 234. TRAINING.
(a) If the Secretary determines that there is no suitable employment 

available for an adversely affected worker covered by a certification 
under subchapter A of this chapter, but that suitable employment 
(which may include technical and professional employment) would be 
available if the worker received appropriate training, he may au 
thorize such training. Insofar as possible, the Secretary shall provide 
or assure the provision of such training on a priority basis through 
manpower and related service programs established by law.

(b) The Secretary may, where appropriate, authorize supplemental 
assistance necessary to defray transportation and subsistence expenses 
for separate maintenance when training is provided in facilities which 
are not within commuting distance of a worker's regular place of resi 
dence. The Secretary shall not authorize payments for suosistence ex 
ceeding $5 per day; nor shall he authorize payments for transportation 
expenses exceeding 10 cents per mile.

(c) The Secretary shall not authorize any training program under 
this section which begins more than one year from certification under 
subchapter A or the applicant's last total or partial separation prior 
to his application under section 231, whichever is later.

(d) Any adversely affected worker who, without good cause, refuses 
to accept or continue, or fails to make satisfactory progress in, suitable 
training to which he has been referred by the Secretary shall not 
thereafter be entitled to payments under this chapter until he enters 
or resumes the training to which he has been so referred.

PART III-JOB SEARCH AND RELOCATION ALLOWANCES
SEC. 235 JOB SEARCH ALLOWANCES.

(a) Any adversely affected worker covered by a certification under 
subchapter A of this chapter who has been totally separated may file 
an application with the Secretary for a job search allowance. Such 
allowance, if granted, shall provide reimbursement to the worker of 
80 percent of the cost of his necessary job search expenses as prescribed 
by regulations of the Secretary, Provided^ That such reimbursement 
may not exceed $500 for any worker.

(b) A job search allowance may be granted only:
(1) to assist an adversely affected worker in securing a "job 

within the United States;
(2) where the Secretary determines that such worker cannot 

reasonably be expected to secure suitable employment in the com 
muting area in which he resides; and

(3) where the worker has filed an application for such allow 
ance with the Secretary no later than one year from the date 
of his last total separation prior to his application under section

SEC. 236. RELOCATION ALLOWANCES.
(a) Any adversely affected worker covered by a certification under 

subchapter A of this chapter who is the head of a family as defined in 
regulations prescribed by the Secretary and who has been totally 
separated may file an application with the Secretary for a relocation 
allowance, subject to the terms and conditions of this section.
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(b) A relocation allowance may l>e granted only to assist an 
adversely affected worker in relocating within the United States and 
only if the Secretary determines that such worker cannot reasonably 
be expected to secure suitable employment in the commuting area in 
which he resides and that such worker—

(1) has obtained suitable employment affording a reasonable 
expectation of long-term duration in the area in which he wishes 
to relocate, or

(2) has obtained a bona fide offer of such employment.
(c) A relocation allowance shall not be granted to such worker 

unless—
(1) for the week in which the application for such allowance is 

filed, he is entitled to a payment under section 232 or would be 
so entitled (determined without regard to whether he filed appli 
cation therefor) but for the fact that

(A) he has obtained the employment referred to in sub 
section (b)(l), or

(B) the unemployment insurance payment he receives is 
equal to or greater than the payment he vrould have 
received for such week had the applicable State law provided 
as set forth in subsections (1) and (2) of section232(a), 

and
(2) such relocation occurs within a reasonable period after the 

filing of such application or (in the case of a worker undergoing 
vocational training under the provisions of any Federal statute) 
within a reasonable period after the conclusion of such training.

(d) For the purposes of this section, the term "relocation allow 
ance" means—

(1) 80 percent of the reasonable and necessary expenses, as 
specified in regulations prescribed by the Secretary, incurred in 
transporting a v»*orker and his family and their household effects, 
and

(2) a lump sum equivalent to three times the worker's average 
weekly wage, up to a maximum payment of $500.

Subchapter C—General Provisions
SEC 237. AGREEMENTS WITH STATES.

(a) The Secretary is authorized on behalf of the United States to 
enter into an agreement with any State, or with any State agency 
(referred to in this chapter as "cooperating States" and "cooperating 
State agencies" respectively). Under such an agreement, the cooperat 
ing State agency (1) as agent of the United States, will receive appli 
cations for, and will provide, payments on the basis provided in this 
chapter, (2) where appropriate, will afford adversely affected workers 
who apply for payments under this chapter testing, counseling, re 
ferral to training, and placement services, and (3) will otherwise 
cooperate with the Secretary and with other State and Federal 
agencies in providing payments and services under this chapter.

(b) Each agreement under this subchapter shall provide the terms 
and conditions upon which the agreement may be amended, suspended, 
or terminated.



35

(c) Each agreement under this subchapter shall provide that un 
employment insurance otherwise payable to any adversely affected 
worker will not be denied or reduced for any week by reason of any 
right to payments under this chapter.

(d) A determination by a cooperating State agency with respect 
to entitlement to payments under an agreement is subject to review 
in the same manner and to the same extent as determinations under the 
applicable law and only in that manner and to that, extent.
SEC. 238. ADMINISTRATION ABSENT STATE AGREEMENT.

(a) In any State where there is no agreement in force between a 
State or its agencj under section 237, the Secretary shall arrange under 
regulations prescribed by him for performance of all necessary func 
tions under subchapter B of this chapter, including provision for a 
fair hearing for any worker whose application for payments is denied.

(b) A final determination under subsection (a) with respect to en 
titlement to payments under subchapter B of this chapter is subject to 
review by the courts in the same manner and to the same extent as is 
provided by section 405 (g) of title 42 of the United States Code.
SEC 239, PAYMENTS TO STATES.

(a) The Secretary shall from time to time certify to the Secretary 
of the Treasury for payment to each cooperating State, the sums 
necessary to enable such State as agent of the United States to make 
payments provided for by this chapter. Tb' Secretary of the Treas 
ury, prior to audit or settlement by the General Accounting Office, 
shall make payment to the State in accordance with such certification,

_ _ _ _ j- — _ j^_ _ _ _ __ — __ .._____._ _._ ^____ — j _. —— — _.__^ _______^ — _ J./ \A __—— _

not used for such purposes shall be returnedj at the time specified 
in the agreement under this subchapter, to the Treasury and credited to 
current applicable appropriations, funas, or accounts from which pay 
ments to States under this section may be made.

(c) Any agreement under this subchapter may require any officer 
or employee of the State certifying payments or disbursing funds 
under the agreement, or otherwise participating in the performance of 
the agreement, to give a surety bond to the United States in such 
amount as the Secretary may deem necessary, and may provide for the 
payment of the cost of such bond from funds for carrying out the 
purposes of this chapter.
SEC. 240. LIABILITIES OF CERTIFYING AND DISBURSING OFFICERS.

(a) No person designated by the Secretary, or designated pur 
suant to an agreement under this subchapter, as a certifying officer, 
shall, in the absence of gross negligence or intent to defraud the 
United States, be liable with respect to any payment certified by him 
under this chapter.

(b) No disbursing officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any 
payment by him under this chapter if it was based upon a voucher 
signed by a certifying officer designated as provided in subsection (a).
SEC. 241. RECOVERY OF OVERPAYMENTS.

(a) If a cooperating State agency or the Secretary, or a court of 
competent jurisdiction finds that any person—
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(1) has made, or has caused to be made by another, a false state 
ment or representation of a material fact knowing it to be false, 
or has knowingly failed or caused another to fail to disclose a ma 
terial fact; and

(2) as a result of such action has received any payment under 
this chapter to which he was not entitled,

such person shall be liable to repay such amount to the State agencj- 
or the Secretary as the case may be, or either may recover such amount 
by deductions from any sums payable to such person under this chapter. 
Any such finding by a State agency or the Secretary may be made only 
after an opportunity for a fair hearing.

(b) Any amount repaid to a State agency under this section shall 
be deposited into the fund from which payment was made. Any amount 
repaid to the Secretary under this section shall be returned to the 
Treasury and credited to the current applicable appropriation, fund., 
or account from which payment was made.
SEC. 242. PENALTIES.

Whoever makes a false statement of a material fact knowing it to 
be false, or knowingly fails to disclose a material fact, for the purpose 
of obtaining or increasing for himself or for any other person any 
payment authorized to be furnished under this chapter or pursuant to 
an agreement under section 237 shall be fined not mote than $1,000 or 
imprisoned for not more than one year, or both.
SEC. 243. AUTHORIZATION OF APPROPRIATIONS.

There are hereby authorized to be appropriated to the Secretary such 
sums as may be necessary from time to time to carry out his functions 
under this chapter in connection with furnishing payments to workers, 
which sums are authorized to be appropriated to remain available until 
expended.
SEC. 244. TRANSITIONAL PROVISIONS.

(a) Where a group of workers has been certified as eligible to apply 
for adjustment assistance under section 302 (b) (2) or (c) of the Trade 
Expansion Act of 1962, any worker covered by such certification shall 
be entitled to the rights and privileges provided in Chapter 3 of title 
III of said Act as existing prior to the date of enactment of this Act.

(b) In any case where a group of workers or their certified or recog 
nized union or other duly authorized representative has filed a petition 
under section 301 (a) (2) of the Trade Expansion Act of 1962, more 
than four months prior to the effective date of this Act, and

(1) the Tariff Commission has not rejected such petition prior 
to the effective date*of this Act, and

(2) the President or his delegate has not issued a certification 
under section 302 (c) of that Act to the petitioning group prior 
to the effective date of this Act,

such group or representative thereof may file a new petition under 
section 221 of this Act, not later than 90 days after the effective date 
of this Act, and shall be entitled to the rights and privileges provided 
in this chapter. For purposes of section 223(b) (1), the date on which 
such group or representative filed the petition under the Trade Ex 
pansion Act of 1962 shall apply. Section 223 (b) (0) shall not apply 
to workers covered by a certification issued pursuant to r. petition 
meeting the requirements of this subsection.
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(c) .The Tariff Commission shall make available to the Secretary 
on request data it has acquired in investigations under section 301 
of the Trade Expansion Act of 1962 concluded within the two year 
period ending on the date of enactment of this Act, .which did not 
result in Presidential action under section 302(a) (8) or 302(c) of 
that Act.
SEC. 245. DEFINITIONS.

For purposes of this chapter—
(1) The term "adversely affected employment" means employment 

in a firm or appropriate subdivision of a firm, if workers of such firm 
or subdivision are eligible to apply for payments under this chapter.

(2) The tern "adversely affected worker" means an individual who, 
because of lack of work in an adversely affected employment—

(A) has been totally or partially separated from such employ 
ment, or

(B) has been totally separated from employment with the firm 
in a subdivision of which such adversely alected employment 
exists.

(3) The term "average weekly wage" means one-thirteenth of the 
total wages paid to an individual in the high quarter. For purposes of 
this computation, the high quarter shall be that quarter in which the 
individual's total wages were highest among the first four of the last 
five completed calendar quarters immediately before the quarter in 
which occurs the week witn respect to which tne computation is made. 
Such week shall be the week in which total separation occurred, or, in 
cases where partial separation is claimed, an appropriate week, as 
defined in regulations prescribed by the Secretary.

(4) The term "average weekly hours" means the average hours 
worked by the individual (excluding overtime) in the employment 
from which he has been or claims to have been separated in the 52 
weeks (excluding weeks during which the individual was sick or on 
vacation) preceding the week specified in the last sentence of para 
graph (3).

(5) The term "total separation" means the layoff or severance of 
an individual from employment with a firm in which, or in a subdivi 
sion of which, adversely affected employment exists.

(6) The term "partial separation" means, with respect to an indi 
vidual who was not been totally separated, that he has had his hours 
of work reduced to 80 percent or less of his average weekly hours in 
adversely affected employment and his wages reduced to 75 percent 
or less of his average weekly wage in such adversely affected employ 
ment.

(7) The term "State" includes the District of Columbia and the 
Commonwealth of Puerto Rico; and the term "United States" when 
used in the geographical sense includes such Commonwealth.

(8) The term "State agency" means the agency of the State which 
administers the State law.

(9) The term "State law" means the employment insurance law 
of the State approved by the Secretary under section 3304 of the 
Internal Revenue Code of 1954.

(10) The term "unemployment insurance" means the unemploy 
ment insurance payable to an individual under any State law or Fed-



38

eral unemployment insurance law, including title 5 of the United 
States Code, Ch. 85, and the Railroad Unemployment Insurance Act.
SEC. 246. ADMINISTRATIVE PROVISION.

The Secretary of Labor shall, in coordination with the Special Rep 
resentative for Trade Negotiations, prescribe such regulations as may 
be necessary to implement the provisions of this chapter.

TITLE III—BELIEF FROM UNFAIR TRADE
PRACTICES

CHAPTER 1.—FOREIGN IMPORT RESTRICTIONS
SEC. 301. RESPONSES TO UNFAIR FOREIGN IMPORT RESTRICTIONS AND 

EXPORT SUBSIDIES.

(a) Whenever the President determ.' es that a foreign country or 
instrumentali./—

(1) maintains unjustifiable or unreasonable tariff or other im 
port restrictions which impair the value of trade commitments 
made to the United States or which burden, restrict or dis 
criminate against United States commerce,

(2) engages in discriminatory or other acts or policies which 
are unjustifiable or unreasonable and which burden or restrict 
United States commerce, j>r

(3) provides subsidies (or other incentives having the effect of 
subsidies) on its exports of one or more products to other foreign 
markets which have the effect of substantially reducing sales of 

. the competitive United States product or products to those othe" 
foreign markets; 
the President—

(A) shall take all appropriate and feasible steps within his 
power to obtain the elimination of such restrictions or 
subsidies;

(B) may refrain from providing benefits of trade agree 
ment concessions to carry out a trade agreement with such 
country or instrumentality; and

(C) may impose duties or other import restrictions on the 
products of such foreign country or instrumentality, on a 
most-favored-nation basis or otherwise, and for such time as 
he deems appropriate.

(b) In determining what action to take under subsection (a), the 
President shall consider the relationship of such action to the inter 
national obligations of the United States and to the purposes of this 
Act as specified in section 2.

(c) The President shall provide an opportunity for any interested 
person to bring to his attention any foreign restrictions, act", or policies 
of the kind referred to in paragraphs (1), (2), or (3) of subsection 
(a). Such opportunity shall be provided prior to the taking of any 
action only if the President determines it feasible and appropriate.
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CHAPTER 2.—ANTIDUMPING DUTIES
SEC. 310. AMENDMENTS TO THE ANTIDUMPING ACT OF 1921.

(a) Section 201 (b) of the Antidumping Act, 1921 (19 U.S.C. 160 
(b)) is amended to read as follows:

" (b) In the case of any imported merchandise of a class or kind as 
to which the Secretary has not so made public a finding, he shall, 
within 6 months, or in more complicated investigations within 9 
months, after the question of dumping was raised by or presented to 
him or any person to whom authority under this section has been 
delegated—

"(1) determine whether there is reason to believe or suspect, 
from the invoice or other papers or from information presented 
to him or to any other person to whom authority under this sec 
tion has been delegated, that the purchase price is less, or that the 
exporter's sales price is less or likely to be less, than the foreign 
market value (or, in the absence of such value, than the con 
structed value); and

"(2) if his determination is affirmative, publish notice of that 
fact in the Federal Register, and require, under such regulations 
as he may prescribe, the withholding of appraisement as to such 
merchandise entered, or withdrawn from warehouse for consump 
tion, on or after the date of publication of that notice in the Fed 
eral Register (unless the Secretary determines that the withhold 
ing should be made effective as of an earlier date in which case 
the effective date of the withholding shall be not more than 120 
days before the question of dumping was raised by or presented 
to him or any person to whom authority under this section has 
been delegated), until the further order of the Secretary, or until 
the Secretary has made public a finding as provided for in sub 
section (a) in regard to such merchandise: or

"(3) if his determination is negative, publish notice of that fact 
in the Federal Register, but the Secretary may within 3 months 
thereafter order the withholding of appraisement if he then has 
reason to believe or suspect, from the invoice or other papers or 
from information presented to him or to any other person to 
whom authority under this section has been delegated, that the 
purchase price is less, or that the exporter's sales price is less or 
likely to be less, than the foreign market value (or, in the absence 
of such value, than the constructed value) and such order of with 
holding of appraisement shall be subject to the provisions of para 
graph (2).

"If, before the expiration of 6 months, or in more complicated in 
vestigations 9 months, after the question of dumping was raised or 
presented to him or any person to whom authority under this section 
has been delegated, the Secretary concludes that the determination re 
quired under paragraph (1) cannot reasonably be made within such 
time limits, he shall publish notice to that effect in the Federal Register 
and shall make such determination (and publish the notice required 
by paragraph (2) or (3)) within 12 months after the question was so 
raised or presented. For purposes of this subsection the question of 
dumping shall be deemed to have been raised or presented on the date
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on which a notice is published in the Federal Register that informa 
tion relative to dumping has buen received in accordance with regu 
lations prescribed by the Secretary."

(b) Section 201 (c) of the Antidumping Act, 1921 (19 U.S.C. 160 
(c)) is amended to read as follows:

"(c)(l) Prior to making any determination pursuant to subsec 
tion (a) of this section, the Secretary or the Tariff Commission, as 
the case may be, shall conduct a hearing on the record at which:

"(A) any foreign manufacturer or exporter or domestic im 
porter of the foreign merchandise in question shall have the right 
to appear by counsel or in person; and

"(B) any other person, firm or corporation may make applica 
tion and, upon good cause shown, may be allowed by the Secretary 
or the Tariff Commission, as the case may be, to intervene and 
appear at such hearing by counsel or in person. 

"(2) The transcript of the hearing, together with «.!! papers filed 
in connection with the investigation (including any exhibits and 
papers to which the Secretary or the Tariff Commission, as the case 
may be, shall have granted confidential or in camera treatment) con 
stitutes the exclusive record for determination. Notwithstanding any 
other provisions of law, upon payment of duly prescribed costs, such 
transcript and papers (other than items to which confidential or 
in camera treatment has been granted) shall be made available to all 
persons.

"(3) The Secretary, upon determining whether foreign merchan 
dise is being, or is likely to be, sold in the United States at less than 
its fair value, and the Tariff Commission, upon making its determina 
tion under subsection (a), shall each include in the record and shall 
publish in the Federal Register, such determination, whether affirma 
tive or negative, together with a statement of findings and conclusions, 
and the reasons or bases therefor, on all the material issues of fact 
or law presented on the record.

"(4) The hearings provided for hereunder shall be exempt from 
the provisions of sections 554, 555, 556, and 557 of the Act of Sep 
tember 6,1966 (5 U.S.C. 554r-557).

(c) Section 203 of the Antidumping Act, 1921 (19 U.S.C. 162) 
is amended to read:
"SEC. 203. PURCHASE PRICE.

"For the purposes of this section and sections 160-171 of this title, 
the purchase price of imported merchandise shall be the price at which 
such merchandise has been purchased or agreed to be purchased, prior 
to the time of exportation, by the person by whom or for whose ac 
count the merchandise is imported, plus, when not included in such 
price, the cost of all containers and coverings and all other costs, 
charges, and expenses incident to placing the merchandise in con 
dition, packed ready for shipment to the United States, less the 
amount, if any, included in such price, attributable to any additional 
costs, charges, and expenses, and United States import duties, incident 
to bringing the merchandise from the place of shipment in the country 
of exportation to the place of delivery in the United States; and less 
the amount, if included in such price, of any export tax imposed by
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the country of exportation on the exportation of the merchandise to 
the United States; and plus the amount of any import duties imposed 
by the country of exportation which have been rebated, or which 
have not been collected, by reason of the exportation of the merchan 
dise to the United States; and plus the amount of any taxes imposed 
in the country of exportation directly upon the exported merchandise 
or components thereof, which have been rebated, or which have not been 
collected, by reason of the exportation of the merchandise to the United 
States; and plus the amount of any other taxes rebated or not col 
lected, by reason of the exportation of the merchandise to the United 
States, which rebate or noncollectipn has been determined by the Secre 
tary to be a bounty or grant within the meaning of section 303 of the 
Tariff Act of 1930.

(d) Section 204 of the Antidumping Act, 1021 (19 U.S.C. 163), is 
amended to read:
"SEC. 204. EXPORTER'S SALES PRICE.

"For the purpose of sections 160-171 of this title, the exporter's sales 
price of imported merchandise shall be the price at which such mer 
chandise is sold or agreed to be sold in the United States, before or 
after the time of importation, by or for the account of the exporter, 
plus, when not included in such price, the cost of all containers and 
coverings and all other costs, charges, and expenses incident to placing 
the merchandise in condition, packed ready for shipment to the Unftea 
'States, less (1) the amount, if any, included in suon price, attributable 
to any additional costs, charges, and expenses, and United States im 
port duties, incident to bringing the merchandise from the place of 
shipment in the country of exportation to the place of delivery in the 
United States, (2) the amount of the commissions, if any, for selling 
in the United States the particular merchandise under consideration, 
(3) an amount equal to the expenses, if any, generally incurred by or 
for the account of the exporter in the United States in selling identical 
or substantially identical merchandise, (4) the amount of any export 
tax imposed by the country of exportation on the exportation of the 
merchandise to the United States, and (5) the amount of any in 
creased value, including additional material and labor, resulting 
from a process of manufacture or assembly performed on or with 
the use of the imported merchandise subsequent to the importation 
of the merchandise and prior to its sale to a person who is not *he 
exporter of the merchandise within the meaning of section 207; and 
plus the amount of any import duties imposed by the country of ex 
portation which have been rebated, or which have not beui collected, 
by reason of the exportation of the merchandise to the United States; 
and plus the amount of any taxes imposed in the country of exporta 
tion directly upon the exported merchandise or components thereof, 
which have been rebated, or which have not been collected, by reason 
of the exportation of the merchandise to the United States; and plus 
the amount of any other taxes rebated, or not collected, by reason of 
the exportation of the merchandise to the United States, which rebate 
or noncollection has been determined by the Secretary to be a bounty 
or grant within the meaning of section 303 of the Tariff Act of 1930 
(19U.S.C.1303)."
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CHAPTER 3.—COUNTERVAILING DUTIES
SEC. 330. AMENDMENTS TO SECTION 303 OF THE TARIFF ACT OF 1930.

(a) Section 303 of the Tariff Act of 1930 (19 U.S.C. 1303) is 
amended to read:
"SEC. 303. COUNTERVAILING DUTIES.

"(a) LEVY OF COUNTERVAILING DUTIES.—(1) Whenever any coun- 
tryv dependency, colony, province, or other political subdivision of 
government, person, partnership, association, cartel, or corporation, 
shall pay or bestow, directly or indirectly, any bounty or grant upon 
the manuftuluit. or production or export of any article or merchan 
dise manufactured or produced in such country, dependency, colony, 
province, or other political subdivision of government, then upon the 
importation of such article or merchandise into the United States, 
whether the same shall be imported directly from the country of pro 
duction or otherwise, and whether such article or merchandise is 
imported in the same condition as when exported from the country of 
production or has been changed in condition by remanufacture or 
otherwise, there shall be levied and paid, in all such cases, in addi 
tion to any duties otherwise imposed, a duty equal to the net amount 
of such bounty or grant, however the same be paid or bestowed.

"The Secretary of the Treasury shall determine within 12 months 
after the date on which the question is presented to him, whether any 
bounty or grant is being paid or bestowed.

" (2) In the case of any imported article or merchandise which is 
free of duty, duties may be imposed under this section only if there is 
an affirmative determination by the Tariff Commission under subsec 
tion (b) (1), provided, however, that such a Tariff Commission de 
termination shall be req>'ired only foi such time as a determination of 
injury is required by the international obligations of the United 
States.

"(3) The Secretary of the Treasury shall f x>m time to tima ascer 
tain and determine, or estimate, the net amount of each such bounty 
or grant, and shall declare the net amount so determined or estimated. 

(4) Whenever, in the case of any imported article or merchandise 
as to which the Secretary has not determined whether a bounty or 
grant is being paid or bestowed, the Secretary concludes^ from infor 
mation presented to him or to any person to whom authority under this 
section, has been delegated, that a formal investigation into the ques 
tion of whether a bounty or grant is being paid or bestowed is war 
ranted, he shall forthwith publish notice of the initiation of suJhi an 
investigation in the Federal Register. The date of publication of such 
notice shall be considered the date on which the question is presented 
to the Secretary within the meaning of subsection v"a) (1).

"(5) The Secretary of the Treasui^ shall make all regulations he 
may deem, nec^sary for the identification of such articles and ir^r- 
chandise and for the assessment and collection of the duties under -l.Is 
section. All determinations by the Secretary under this subsection a:A 
all determinations by the Tariff Commission under subsection (b) (1), 
whether affirmative or negative, shall be published in the Federal 
Register.
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"(b) INJURY DETERMINATIONS WITH RESPECT TO DUTY-FREE MER 
CHANDISE; SUSPENSION OP LIQUIDATION.- vl) Whenever the Secre 
tary of the Treasury has determined under subsection (a) that a 
bounty or grant is being paid or bestowed with respect to any article 
or merchandise which is free of duty, he shall—

"(A) so advise the United States Tariff Commission, and the 
Commission shall determine within 3 months thereafter, and after 
such investigation as it deems necessary, whether an industry in 
the United States is being or is likely to be materially injured, or 
is prevented from being established, by reason of the importation 
of such article or merchandise into the United States; and the 
Commission shall notify the Secretary of its determination; and 

"(B) require, under such regulations as he may prescribe, the 
suspension of liquidation as to such article or merchandise entered, 
or withdrawn from warehouse, for consumption, on or after the 
30th day after the date of the publication in the Federal Register 
of his determination under subsection (a) (1), and such suspen 
sion of liquidation shall continue until the further order of the 
Secretary or until he has made public an order as provided for in 
•paragraph (2) of this subsection.

"(2) If this determination of the Tariff Commission under subpara- 
graph (A) is in the affirmative, the Secretary shall make public an 
order directing the assessment and collection of duties in the amount 
of such bounty or grant as is from time to time ascertained and de 
termined, or estimated, under subsection (a).

"(c) APPLICATION OF AFFIRMATIVE DETERMINATION.—An affirmative 
determination by the Secretary of the Treasury under subsection (a) 
(1) with respect to any imported article or merchandise which (1) 
i? dutiable, or (2) is free of duty and with respect to which the Tariff 
Commission has made an affirmative determination under subsection 
(b) (1) (for such time as a finding of injury is required by the interna 
tional obligations of the United States), shall apply with respect to 
articles entered, or withdrawn from warehouse, for consumption on 
or after the 30th day after the date of the publication in the Federal 
Register of such determination.

"(d) DISCRETIONARY IMPOSITION OF COUNTERVAILING DUTIES.— 
Whenever the Secretary determines, after seeking information and 
advice from such agencies as he may deem appropriate, that^—

"(1) the imposition of an additional duty under this section 
upon any article would result, or be likely to result in significant 
detriment to the economic interests of the United States; or

"(2) that any article is subject to a quantitative limitation im 
posed by the United States on its importation into, or subject to 
an effective quantitative limitation on its exportation to, the United 
States and that such quantitative limitation is an adequate sub 
stitute for the imposition of a duty under this section; 

the imposition of an additional duty under this section shall not be 
required."

(b) (1) Except as provided in paragraph (2), the amendments made 
by subsection (a) shall take effect on the date of the enactment of this 
Act.

(2) The last sentence of section 303 (a) (1) of the Tariff Act of 1930 
(as added by subsection (a) of this section) shall apply only with
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respect to questions presented on or after the date of the enactment 
of this Act.

(c) Any article which is entered or withdrawn from warehouse 
free of duty as a result of action taken under Title VI of this Act 
shall be considered a nondutiable article for purposes of section 303 
of the Tariff Act of 1930, as amended (19 U.S.C. 1303)."

CHAPTER 4<—UNFAIR PRACTICES IN IMPORT TRADE
SEC. 250. AMENDMENTS TO SECTION 337 OF THE TARIFF ACT.

Section 337 of the Tariff Act of 1930, as amended (19 U.S.C. 1337) 
is hereby amended to read as follows:

" (a) The importation of articles into the United States which would 
infringe a United States patent if made, used, or sold in the United 
States, shall constitute an unfair method of competition, and is hereby 
declared unlawful, and when found by the Commission to exist shall be 
dealt with, in addition to any other provisions of law, as hereinafter 
provided.

"(b) The Commission shall investigate alleged violations hereof on 
complaint under oath or upon its own motion. The burden of proof of 
any such alleged violation shall bo on the complainant, or on the Com 
mission it' it investigates on its own motion, to make a prima facie 
showing of the facts required in subsection (a). The Commission shall 
complete its investigation and announce its findings hereunder at the 
earliest practicable time, but not later than one year after the date on 
which a complaint is received or an investigation is initiated by the 
Commission on its own motion.

"(c) Whenever the Commission shall find the existence of any such 
violation it shall order that the articles concerned in such unfair 
methods, imported by any person violating the provisions of this sec 
tion, shall be excluded from entry into the United States, and upon 
information of such action by the Commission, the Secretary of the 
Treasury shall, through the proper officers, refuse such entry; Pro 
vided however, That whenever

(1) the validity of the patent is challenged by the respondent 
and a bona fide challenge to patent validity is either pending in a 
suit or the respondent indicates his intention to and in fact in 
stitutes such a suit within 60 days of such a challenge to validity 
before the Commission; or

(2) misuse is claimed by a respondent and a bona -fide claim of 
misuse is pending in a court action and the court's decision on that 
issue would be decisive of the claim before the Commission, 

the Commission shall continue the proceedings on all other issues, and 
if it finds favorably to the patentee thereon, issue an exclusion order 
conditional on the results of the court proceedings, and in the mean 
time shall order that the articles concerned be allowed entry into the 
United States under such bond, in favor of the patentee based on an 
estimated reasonable royalty or damages, or both, as it shall consider 
necessary to protect the patentee's asserted rights.

"(d) Any refusal of entry under this section shall continue until 
the patent expires or until the Commission, either on ; ts own motion 
or at the request of any interested person, shall find that the continued
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exclusion is no longer necessary to prevent the violation that occasioned 
the exclusion order.

"(e) Whenever the Commission has reason to believe that any ar 
ticle is ottered or sought to be ottered for entry into the United States 
hi violation of this section, but has no information sufficient to satisfy 
it thereof, the Commission may in its discretion issue a temporary 
exclusion order if a grima facie showing of a violation of this section 
has been made and immediate and substantial harm to the patentee 
involved would result if the temporary exclusion order were not issued. 
Where a temporary exclusion order is issued, the Secretary of the 
Treasury shall refuse entry of the articles so excluded by the tem 
porary Telusion order, except that such articles shall be entitled to 
entry under bond in favor of the patentee based on an estimated 
reasonable royalty or damages, or both, as the Commission shall con 
sider necessary to protect the patentee's asserted rights. No temporary 
exclusion order or the posting of a bond under this subsection shall 
remain in effect for more than one year after the date on which a 
complaint is received or an investigation is initiated by the Commission 
on its own motion.

"(f) During the course of each investigation under this section, 
public hearings shall be held, after reasonable notice, pertaining to, 
and in advance of, the Commission's determination. A transcript 'shall 
be made of all testimony and exhibits presented at such hearing,

"(g) Any person adversely affected by an action or refusal of the 
Commission to act under this section may secure judicial review in 
the United States Court of Customs and Patent Appeals in the man 
ner prescribed in Chapter 7 of title 5 and section 2112 of title 28, of 
the United States Code. Any refusal of entry under this section may 
be stayed by the court in which case adequate bond shall be provided 
to protect the patentee's rights. For this purpose, the Court of Customs 
and Patent Appeals may order the Secretary of the Treasury to impose 
such bond, in favor of the patentee, based on an estimated reasonable 
royalty or damages, or both, as it considers necessary to protect the 
rights of the patentee pending determination of the appeal.

(h) When used in this section and in sections 338 and 340, the 
term "United States" includes the several States and Territories, the 
District of Columbia, and all possessions of the United States except 
the Virgin Islands, American Samoa, and the Island of Guam."

TITLE IV—INTERNATIONAL TRADE POLICY
MANAGEMENT

SEC. 401. BALANCE OF PAYMENTS AUTHORITY.
(a) Whenever the President determines that special import meas 

ures are required to deal with the United States balance ox-payments 
position in the presence of a serious balance-of payments deficit or a 
persistent surplus, or to cooperate in correcting an international bal 
ance-of-payments disequilibrium as reflected in other countries' 'bal- 
ance-of-payments deficits or surpluses, the President is authorized 
to take one or more of the following actions, for such period as he deems 
necessary:

9S-14S O - 73 - <
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(1) For dealing with a serious United States balance-of-pay- 
ments deficit, or lor cooperating in correcting an international 
balance-of-payments disequilibrium:

(A) to impose a temporary import surcharge in the form 
of duties (in addition to those already imposed, if any) on 
articles imported into the United States; and

(B) to impose temporary limitations, through the use of 
quotas on the importation of articles into the United States, 
provided that international trade or monetary agreements to 
•which the United States is a party permit the imposition, of 
quotas as a balance-of-payments measure.

(2) For dealing with a persistent United States balance-of- 
payments surplus:

(A) to reduce temporarily or suspend the duty applicable 
to any article; and

(B) to increase temporarily the value or quantity of arti 
cles which may be imported under any import restriction, or 
to suspend temporarily any import restriction; 

except with respect to those articles where in his judgment such 
action would cause or contribute to material injury to firms or 
workers in any domestic industry, including agriculture, mining, 
fishing, or commerce, to impairment of the national security, or 
otherwise be contrary to the national interest, 

(b) For the purposes of subsection (a),
(1) a serious balance-of-payments deficit shall be considered to 

exist whenever the President determines that:
(A) the balance of payments (as measured either on the 

official reserve transactions basis or by the balance on cur 
rent account and long-term capital) has been in substantial 
deficit over a period of four consecutive calendar quarters, or

(B) the United States has suffered a serious decline in its 
net international monetary reserve position, or

(C) there has been or threatens to be a significant altera 
tion in the exchange value of the dollar in foreign exchange 
markets, and

(D) the condition indicated in (A), (B) or (C) is ex 
pected to continue in the absence of corrective measures.

(2) United States cooperation in correcting a fundamental 
international balance of payments disequilibrium as reflected in 
other countries' payments positions is authorized when allowed 
or recommended by the International Monetary Fund.

(3) A persistent balance-of-payments surplus shall be con 
sidered to exist whenever the President determines that:

(A) the balance of payments (as measured either on tlie 
official reserve transactions basis or by the balance on current 
account and long-term capital) has been in substantial sur 
plus for four consecutive calendar quarters; or

(B) the United States has experienced large increases in 
its international monetary reserves in excess or needed levels 
of reserves; or

(C) the exchange value of the dollar has appreciated sig 
nificantly in foreign exchange markets; and
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(D) the condition indicated in (A), (B) or (C) is ex 
pected to continue in the absence of corrective measures.

(c) Import restricting actions authorized by this section shall be 
applied consistently with the most-fayored-nation principle or on 
a basis which shall aim at a distribution of trade with the United 
States approaching as closely as possible that which various foreign 
countries might have expected to obtain in the absence of such re 
strictions, unless the President determines that import restricting 
actions not consistent with these principles are necessary to achieve 
the objectives of this section. In determining what action to take 
under this subsection the President shall consider the relationship 
of such action to the international obligations of the United States.

(d) Import restricting actions authorized by this section shall be 
of broad and uniform application with respect to product coverage 
except where the President determines, consistently with the purposes 
of this section, that certain articles or groups of articles should not 
be subject to import restricting actions because of the needs of the 
United States economy. Such exceptions shall be related to the un 
availability of domestic supply at reasonable prices, the necessary 
importation of raw materials, and other similar factors. Neither the 
authorization of import restricting actions nor the determination of 
exceptions with respect to product coverage shall be made for the 
purpose of protecting individual domestic industries from import 
competition.

(e) Any limitation imposed under subsection (a) (1) (B) on the 
quantity or value, or both, of an article or group of articles—

(1) shall permit the importation of a quantity or value not less 
than the quantity or value of such article or articles imported into 
the United States from the foreign countries to which such limita 
tion applies during the most recent period that the President 
determines is representative of imports of such article or articles, 
and

(2) shall take into account any increase since the end of such 
representative period in domestic consumption of such article or 
articles and like or similar articles of domestic manufacture or 
production.

(f ) Measures under subsection (a) £2) of this section shall be ap 
plied consistently with section 407 of this Act. „

(g) The President may at any time, consistent with the provisions 
of this section, suspend, modify, or terminate, in whole or in part, 
any action taken under this section.
SEC. 402. WITHDRAWAL OF CONCESSIONS AND SIMILAR ADJUSTMENTS.

(a) Whenever the United States, acting in pursuance of any of its 
rights or obligations under any trade agreement entered into pursuant 
to this Act, the Trade Expansion Act of 1962, or the Tariff Act of 
1930, as amended, withdraws or suspends any obligation with respect 
to the trade of any foreign country or instrumentality thereof, or, 
whenever any such trade agreement is terminated, in whole or in part, 
with respect to the United States, the President is authorized, in order 
to exercise the rights or fulfill the obligations of the United States, 
to the extent, at such times, and for such periods as he deems necessary
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or appropriate, and consistently with the purposes of this Act and the 
international obligations of the United States—

(1) to increase any existing duty or other import restriction or 
provide additional import restrictions; and

(2) to take other actions to withdraw, suspend or terminate 
the application in whole or in part of the agreement.

(b) Duties or other import restrictions required or appropriate to 
carry out any trade agreement shall not be affected by any wthdrawal 
or suspension of an obligation under, or termination in whole or in 
part of, such agreement unless the President acting pursuant to the 
authority granted in subsection (a) increases such existing duties or 
other import restrictions, or provides additional import restrictions.

(c) No rate of duty shall be increased under the authority of this 
section to a rate more than 50% above the column 2 rate (or 50% ad 
valorem equivalent), whichever is higher.

(d) The President may, to the extent that such action is consistent 
with the international obligations of the United States, act pursuant 
to this section on a most-favored-nation basis or otherwise.
SEC. 403. RENEGOTIATION OF DUTIES.

(«) In order to permit some adjustments to be made over time to 
deal with changed circumstances, while maintaining an overall bal 
ance of mutually advantageous concessions under existing trade agree 
ments, the President is authorized at nny time to enter into supple 
mental tariff agreements with foreign countries or instrumentalities 
thereof to modify or continue any existing duty, continue any exist 
ing duty-free or excise treatment, or impose additional duties, as he 
determines to be required or appropriate to carry out any such supple 
mental tariff agreement, within the limitations set forth in this 
section.

(b) In any one year, agreements involving the reduction of duties, 
or continuance of duty-free treatment, shall not affect articles account 
ing for more than two percent of the value of United States imports 
for the most recent 12-month period for which import statistics are 
available, nor shall any agreement be made under the authority of this 
section with respect to any article which has been the subject of a prior 
agreement entered into pursuant to this section during the preceding 
five years.

(c) (1) No rate of duty shall be decreased under the authority of 
this section to a rate more than 20% below the existing duty.

(2) No rate of duty shall be increased under the authority of this 
section to a rate more than 50% above the column 2 rate or 50% ad 
valorem (or ad valorem equivalent), whichever is higher.
SEC. 404. COMPENSATION AUTHORITY.

(a) Whenever any action has been taken under sections 203,301,402, 
403, or 408 of this Act to increase or impose any duty or other import 
restriction, the President—

(1) shall, to the extent required by United States international 
obligations, afford foreign countries having an interest as export 
ers of tiie products concerned an opportunity to consult with the 
United States with respect to concessions, if any, to^ be granted 
as compensation for any duty or other import restriction imposed 
by the United States; and
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(2) may enter into agreements with such countries for the pur 
pose of granting new concessions as compensation in order to 
maintain the general level of reciprocal and mutually advan 
tageous concessions.

(b) In furtherance of the purposes of this section, the President 
may modify or continue any existing duty or other import restriction, 
or continue any existing duty-free or excise treatment, to the extent 
that he determines such action to be required or appropriate to main 
tain a general level of mutually advantageous concessions.

(c) No rate of duty shall be reduced under the authority of this 
section to a rate below 50% of the existing duty, provided that this 
limitation shall not apply if the rate existing on such date is not more 
than five percent nd valorem (or ad valorem equivalent).
SEC. 405. AUTHORITY TO SUSPEND IMPORT BARRIERS TO RESTRAIN 

INFLATION.
(a) If, during a period of sustained or rapid price increases, the 

President determines that supplies of articles, imports of which are 
dutiable or subject to any other import restriction, are inadequate to 
meet domestic demand at reasonable prices, he may, either generally 
or by article or category of articles, in addition to any authority he may 
otherwise have,

(1) temporarily reduce or suspend the duty applicable to any 
article; ana

(2) temporarily increase the value or quantity of articles which 
may be imported under any import restriction.

(b) The President shall not exercise the authority g^nted in sub 
section (a) with respect to an article if in his judgment such action 
would cause or contribute to material injury to firms or workers in any 
domestic industry, including agriculture, mining, fishing, or commerce, 
to impairment of the national security, or otherwise be contrary to the 
national interest. Actions taken under subsection (a) in effect at any 
time shall not apply to more than 30% of the estimated total value of 
United States imports of all articles during the time such actions are 
in effect.

(c) The President may, to the extent that such action is consistent 
with the purposes of this section and the limitations contained herein, 
modify or terminate, in whole or in part, any action taken un£er sub 
section (a).

(d) The President shall within 30 days of taking any action under 
this section notify each House of Congress of the nature of his action 
and the reasons therefor.

(e) No action taken under this section shall remain in effect for 
more than one year unless specifically authorized by law.
SEC. 406. RESERVATION OF ARTICLES FOR NATIONAL SECURITY OR 

OTHER REASONS.
(a) No action shall be taken pursuant to the provisions of this Act 

to reduce or eliminate the duty or other import restriction on any 
article if the President determines that such reduction or elimination 
would threaten to impair the national security.
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(b) While there is in effect with respect to any article any action 
taken under section 203 of this Act, or sections 232 or 351 of the Trade 
Expansion Act of 1962 (19 U.S.C. 1862, 1981), the President shall 
reserve such article from negotiations or actions contemplating reduc 
tion or elimination of any duty or other import restriction with re 
spect to such article, under Title I or sections 403, 404 or 405 of this 
Act. In addition, the President shall also so reserve any other article 
which he determines to be appropriate, taking into consideration in 
formation and advice available pursuant to and with vespect to the 
matters covered by sections lll(b), 112, and 113(b), where applicable.
SEC. 407. MOST-FAVORED-NATION PRINCIPLE.

Except as otherwise provided pursuant to this A'.c or any other Act 
any duty or other import restriction or duty-f re, treatment applied in 
carrying out any action or any trade agreement under this Act, under 
Title II of the Trade Expansion Act of 1962 or under section 350 of 
the Tariff Act of 1930 as amended, shall applj to products of all 
foreign countries, whether imported directly or indirectly.
SEC. 408. AUTHORITY TO TERMINATE ACTIONS.

The President may at any time terminate, in whole or in part, any 
actions taken to implement trade agreements under Jiis Act, title II 
of the Trade Expansion Act of 1962, or section 350 of the Tariff Act 
of 1930, as amended.
SEC. *)% PERIOD OF TRADE AGREEMENTS.

Every trade agreement entered into under Titles I and IV of this 
Act shall be subject to termination or withdrawal, upon due notice, at 
the end of a period specified in the agreement. Such period shall be 
not more than three years from the date on which the agreement 
becomes effective for the United States. If the agreement is not termi 
nated or withdrawn from at the end of the period so specified, it shall 
be subject to termination or withdrawal thereafter upon not more than 
six months' notice.
SEC. 410. PUBLIC HEARINGS IN CONNECTION WITH AGREEMENTS 

UNDER TITLE IV.
The President shall provide for a public hearing during the course 

of which interested persons shall be given a reasonable opportunity to 
be present, to produce evidence, and to be heard—

(1) Prior to the conclusion of any agreement or modification of 
any duty or other import restrictions pursuant to section 403 or 
section 404 of tliis title;

(2) Pursuant to a request made by any interested person within 
90 days after the President's taking any action under sections 
402 or 408. on the subject of any such action.

SEC. 411. AUTHORIZATION FOR GATT APPROPRIATIONS.
There are hereby authorized to be appropriated annually such sums 

as may be necessary for the payment by the United States of its share 
of the expenses of the Contracting Parties to the General Agreement on 
Tariffs and Trade.
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TITLE k V—TRADE RELATIONS WITH COUN 
TRIES NOT ENJOYING- MOST-FAVORED- 
NATION TARIFF TREATMENT

SEC. 501. EXCEPTION OF THE PRODUCTS OF CERTAIN COUNTRIES OR
AREAS.

(a) Except as otherwise provided in this title, the President shall 
continue to deny most-favored-nation treatment to the products of any 
country or area, the products of which were not eligible for column 1 
tariff treatment on the date of enactment of this Act.

(b) The President is authorized to deny such most-favored-nation 
treatment to all of the products of any country or area if in his judg 
ment such action is necessary for reasons of national security.
SEC. 502. AUTHORITY TO ENTER INTO COMMERCIAL AGREEMENTS.

(a) Subject to the provisions of subsections (b) and (c) of this 
section, the President may authorize the entry into force of bilateral 
commercial agreements providing most-favored-nation treatment to 
the products of countries heretofore denied such treatment whenever 
he determines that such agreements with such countries will promote 
the purposes of this Act and are in the national interest.

(b) Any such bilateral commercial agreement shall—
(1)v be limited to an initial period specified in the agreement 

which shall be no more than three years from the time the agree 
ment enters into force, except that it may be renewable for addi 
tional periods, each not to exceed three years, provided a satisfs"- 
tpry balance of trade concessions has been maintained during ' 
life of each agreement and provided further that the President 
determines that actual or foreseeable reductions in United States 
tariffs and nontariff barriers to trade resulting from multilateral 
negotiations are satisfactorily reciprocated by the other psrty to a 
bilateral commercial agreement with, the United States;

(2) provide that it is subject to suspension, or termination at any 
time for rational security reasons, or that the other provisions 
of such agreement shall not limit the rights of any party to take 
anjr action for the protection of its security interests; and

(3) provide for consultations for the purpose of reviewing 
the operation of the agreement and relevant aspects of relations 
between the United States and the other party.

(c) (1) An agreement referred to in subsection (a) or an order 
referred to in section 504 (a) shall take effect only after the expira 
tion of 90 days from the date on which the President delivers a copy 
of such agreement or order to the Senate and to the House of Repre 
sentatives, if between the date of delivery of the agreement or order to 
the Senate and to the House of Representatives and the expiration 
of the 90-day period neither the Senate nor the House of Representa 
tives has adopted a resolution, by an affirmative vote by the yeas and 
nays of a majority of the authorized membership of that House, stat 
ing that it disapproves of the agreement or order.

(2) For purposes of this subsection, there shall be excluded from 
the computation of the 90-day period the days on which either House
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is net in session because of an adjournment of more than three days 
to a day certain or an adjournment of Congress sine die. The agree 
ment referred to in subsection (a) or order referred to in section 504 (a) 
shall be delivered to both Houses of the Congress on the same day 
and shall be delivered to the Clerk of the House of Representatives if 
the House of Representatives is not in session and to the Secretary 
of the Senate if the Senate is not in session.
SEC. 508. ADDITIONAL PROVISIONS.

(a) Bilateral commercial agreements under this title may in addi 
tion include provisions concerning:

(1) safeguard arrangements necessary to prevent disruption 
of domestic markets;

(2) arrangements for the protection of industrial rights and 
processes, trademarks and copyrights;

(3) arrangements for the settlement of commercial differences 
ana disputes;

(4) arrangements for the promotion of trade including those 
for the establishment or expansion of trade and tourist promotion 
offices, for facilitation of activities of governmental commercial 
officers, participation in trade fairs and exhibits and the sending 
of trade missions, and for facilitation of entry, establishment and 
travel of commercial representatives; and/

(5) such other arrangements of a commercial nature as will 
promote the purposes of this Act. 

(b. Nothing in this section shall be deemed to affect domestic law.
SEC. 504. EXTENSION OF MOST-FAVORED-NATttON TREATMENT.

(a) The President may extend most-favored-nation treatment to 
the products of a foreign country which (1) has entered into a bilateral 
commercial agreement and such agreement has entered into force pur 
suant to section 502, or (2) has become a party to an apiwopriate multi 
lateral trade agreement to which the United States is also a party, and 
the President lias issued an order extending such treatment, which 
order has taken effect pursuant to section 502 (c).

(b) The application of mpst-favored-nation treatment shall be lim 
ited to the period of effectiveness of the obligations of the United 
States to such country under such bilateral commercial agreement or 
multilateral agreement.

(c) The President may at any time suspend or withdraw any exten 
sion of most-favored-nation treatment to any country pursuant to 
subsection (a), and thereby cause all products of such country to be 
dutiable at the column 2 rate.
SEC. 505. MARKET DISRUPTION.

(a) A petition may be filed or a Tariff Commission investigation 
otherwise initiated under section 201 of this Act in respect of imports 
of an article manufactured or produced in a country, the products 
or which are receiving most-favored-nation treatment pursuant to 
this title, in which case the Tariff Commission shall determine (in lieu 
of the determination described in section 201 (b) of this Act) whether 
imports of such article produced in such country are causing or are 
likely to cause material injury to a domestic industry producing like or
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directly competitive articles, and whether a condition of market dis 
ruption (within the meaning of section 201 (f) (2) of this Act) exists 
with respect to such imports.

(b) For the purposes of sections 202 and 203 of this Act, an affirma 
tive determination of the Tariff Commission pursuant to subsection 
(a) of this section shall be treated as an affirmative determination 
of the Tariff Commission pursuant to section 201 (b) of this Act, 
provided, however, that the President, in taking action pursuant to 
section 203 (a) (1) of this Act, may adjust imports of the article from 
the country in question without taking action in respect of imports 
from other countries.
SEC. 506. EFFECTS ON OTHER LAWS.

The President shall from time to time reflect in general headnote 
3(e^ of the Tariff Schedules of the United States the provisions of
this title and actions taken hereunder, as appropriate.

TITLE VI—GENERALIZED SYSTEM OF 
PREFERENCES

SEC. 601. PURPOSES.
The purpose of this title is to promote the general welfare, foreign 

policy and security of the United States by enabling the United 
States to participate with other developed countries in granting gen 
eralized tariff preferences to exports of manufactured and semiman 
ufactured products and of selected other products from developing 
countries. The Congress finds that the welfare and security of the 
United States are enhanced by efforts to further the economic develop 
ment of the developing countries, and that such development may 
be assisted by providing increased access to markets in jthe developed 
countries, including the United States, for exports from developing 
countries.
SEC. 602. AUTHORITY TO EXTEND PREFERENCES.

Notwithstanding the provisions of section 407 of this Act, the Pres 
ident may designate any article as an eligible article, may provide 
duty-free treatment for any eligible article from any beneficiary de 
veloping country designated under section 604, and may modify or 
supplement any such action consistent with the provisions of this 
title. In taking any such action, the President shall have due re 
gard for—

(1) the purpose of this title;
(2) the anticipated impact of such action on United States 

producers of like or directly competitive products; and
(3) the extent to which other major developed countries are 

undertaking a comparable effort to assist beneficiary developing 
countries by granting preferences with respect to imports of 
products of such countries.

SEC. 603. ELIGIBLE ARTICLES.
(a) In connection \yith any proposed action under section 602, the 

President shall from time to time publish and furnish the Tariff Com 
mission with lists of articles which may be considered for designation 
as eligible articles. Prior to the taking of actions under section 602
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providing duty-free treatment for any article, the provisions of sec 
tions 111 through 114 of this Act shall be complied with as though 
such actions were actions under section 101 of this Act to carry out a 
trade agreement entered into thereunder.

(b) Preferential treatment provided under section 602 shall apply 
only to eligible articles which are imported directly from a beneficiary 
developing country into the customs territory of the United States; 
provided that the sum of the cost or value of materials produced in 
the beneficiary developing country plus the direct costs of processing 
operations performed in the beneficiary developing country shall equal 
or exceed that percentage of the appraised value of the article at. the 
time of its entry into the customs territory of the United States that the 
Secretary of the Treasury shall by regulation prescribe. Such per 
centage, which may be modified from time to time, should apply 
uniformly to all articles from all beneficiary developing countries. 
For the purposes of this subsection, the Secretary shall also determine 
what constitutes direct costs and shall prescribe rules governing direct 
importation.

(c) No action shall be taken under section 602 designating as an 
eligible article any article the importation of which is the subject of any 
action pursuant to section 203 of this Act, section 351 of the Trade Ex 
pansion Act of 1962, section 22 of the Agricultural Adjustment Act, 
section 202 of the Sugar Act of 1947, or the Act of August 22,1964 (78 
Stat. 594), or any agreement concluded pursuant to section 204 of the- 
Agricultural Act of 1956. or any action by the President pursuant to 
section 232 of the Trade Expansion Act. Upon the effective date of any 
action pursuant to section 203 of this Act, section 22 of the Agricultural 
Adjustment Act, section 202 of the Sugar Act of 1947, or the Act of 
August 22,1964 (78 Stat. 594), or any agreement concluded pursuant 
to section 204 of the Agricultural Act of 1956, or any action by the 
President pursuant to section 232 of the Trade Expansion Act. uith 
respect to any article then designated an eligible, article, such aiticle 
shall cease to be an eligible article. When the actions or agreements 
described in the foregoing sentence cease to apply to an article, the 
President may again designate such article as an eligible article pur 
suant to the provisions of this section.

(d) After receiving an affirmative finding of the Tariff Commission 
under section 201 of this Act in respect to an eligible article, the Presi 
dent may, in lieu of the actions permitted under section 203 of this Act 
terminate the status of such article as an eligible article.
SEC. 604. BENEFICIARY DEVELOPING COUNTRY.

(a) Subject to the provisions of subsection (b), the President may 
designate any country a beneficiary developing country, taking into 
account—

(1) the purpose of this title;
(2) any expression by such country of its desire to be so 

designated;
(3) the level of economic development of such country, includ 

ing its per capita gross national product, the'living standards of 
its inhabitants, and any other economic factors which he deems 
appropriate;
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(4) whether or not the other major developed countries are ex 
tending generalized preferential tariff treatment to such coun 
try ; and

(5) whether or not such country has nationalized, expropri 
ated or seized ownership or control of property owned by a United 
States citizen, or any corporation, partnership or association not 
less than 50 percent beneficially owned by citizens of the United 
States without provision for the payment of prompt, adequate 
and effective compensation.

(b) The President shall not designate any country a beneficiary de 
veloping country—

(1) the products of which are not receiving most-favored-na 
tion treatment by reason of general headnote 3(e) to the Tariff 
Schedules of the United States; or

(2) which accords preferential treatment to the products of a 
developed country other than the United States, unless the Presi-' 
dent has received assurances satisfactory to him that such prefer 
ential treatment will be eliminated before January 1,1976.

SEC. 605. LIMITATIONS ON PREFERENTIAL TREATMENT.
(a) The President may modify, withdraw, suspend or limit the ap 

plication of the preferential treatment accorded under section 602 
with respect to any article or with respect to any country; provided 
that no rate of duty shall be established in respect of any article pur 
suant to this section other than the rate which would apply in the ab 
sence of this title. In taking any such action, the President shall con 
sider the factors set forth in sections 602 and 604(a) of this title.

(b) The President shall withdraw or suspend the designation of a 
country as a beneficiary developing country if, subsequent to such 
designation—

(1) the products of such country are excluded from the bene 
fit of most-favored-nation treatment by reason of general head- 
note 3(e) to the Tariff Schedules of the United States; or

(2) he determines that such country ha° not eliminated or will 
not eliminate preferential treatm nt accor ,*/ i by it to the products 
of a developed country other than the United States before 
January 1,1976.

(c) Whenever the President determines that a country has sup 
plied 50 percent by value of the total imports of an eligible article into 
the United States, or has supplied a quantity of such article to the 
United States having a value of more than $25,000.000, on an annual 
basis over a representative period, that country shajj not be considered 
a beneficiary developing country in respect of such article, unless the 
President determines that it is in the national intertsf to designate, 
or to continue the designation of such country as a beneficiary devel 
oping country in respect of such article.

(d) No action pursuant to this title may affect any tariff duty im 
posed by the Legislature of Puerto Rico pursuant to section 319 of the 
Tariff Act of 1930, as amended (46 Stet. 696) upon coffee imported 
into Puerto Rico.
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SEC. 6*6, DEFINITIONS.
For the purposes of this title—

(1) the term "country" shall mean any country, dependent ter 
ritory (including an insular possession or trust territory of the 
United States), area, or association of countries;

(2} the term "developed country" shall mean any country de 
termined by the President to enjoy a high level of economic de 
velopment relative to the countries of the world taken as a whole, 
taking into account its per capita gross national product, the 
living standards of its inhabitants, and any other economic fac 
tors which he deems appropriate;

(3) the term "major developed country" shall mean any de 
veloped country which is a member of the Organization for Eco 
nomic Cooperation and Development and which is determined by 
the President to account for a significant percentage of world 
trade.

SEC. M7. EFFECTIVE PERIOD OF PREFERENCES.
No preferential treatment under this title shall rewain in effect for 

a pariod in excess of ten years after the elective date of the grant of 
such preferential treatment or after December 31,19£4, whichever is 
the earlier.

TITLE VH—GENEBAL PROVISIONS
SEC.7dl. AUTHOUITII5S.

(a) The PresHent may delegate the power, authority, and discretion 
conferred upon him by this Act to the heads of such agencies as he may 
deem appropriate.

(b) The head of any agency performing functions under this Act 
may—

(1) authorize the head of any other agency to perform any of 
such functions;

(2) prescribe such rules snu regulations as may be necessary to 
perform such functions; and

(3) to the extent necessary to perform such functions, procure 
the temporary (not in excess of one year) or intermittent services 
of experts or consultants or organizations thereof, including 
stenographic reporting services, by contract or appointment, and 
in such cases such services shall be without regard'to the civil 
service and classification laws, and, except in the case of steno 
graphic reporting services by organizations, without regard to 
section 8709 of the Revised Statutes (41 U.S.C. 5).

SEC. 702. REPORTS.
(a) The President shall submit to the Congress an annual report on 

the trade agreements program and on import relief and adjustment 
assistance for workers under this Act. Such report shall include in 
formation regarding new negotiations; changes made .in duties and 
non tariff barriers and other distortions of trade of the TJnited States; 
reciprocal concessions obtained; changes in trade agreements (includ 
ing the incorporation therein of actions taken for import relief and 
compensation provided therefor); extension or withdrawal of most-
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favored-nation treatment by the United States with respect to the 
products of a foreign country; extension, modification, withdrawal, 
suspension or limitation of preferential treatment to exports of devel 
oping countries; the results of action taken to obtain removal of 
foreign trade restrictions (including discriminatory restrictions) 
against United States experts; and the measures being taken to seek 
the removal of other significant foreign import restrictions; other in 
formation relating to the trade agreements program and to the agree 
ments entered into thereunder, and information relating to the pro 
vision of adjustment assistance for workers dislocated due to imports, 

(b) The Tariff Commission shall submit to the Congress, at least 
once a year, a factual report on the operation of the trade agreements 
program,
SEC. 703. TARIFF COMMISSION.

(a) In order to expedite the performance of its functions under this 
Act, the Tariff Commission may conduct preliminary investigations, 
determine the scope and manner of its proceedings, and consolidate 
proceedings before it.

(b) In performing its functions under this Act, the Tariff Com 
mission may exercise any authority granted to it under any other Act.

(c) The Tariff Commission shall at all times keep informed con 
cerning the operation and effect of provisions relating to duties or 
other import restrictions of the United States contained in trade 
agreements entered into under the trade agreements program.
SEC. 704. SEPARABILITY.

If any provision of this Act or the application of any provision to 
any circumstances or persons shall be held invalid, the validity of the 
remainder of this Act, and of the application of such provision to other 
circumstances or persons, shall not be affected thereby.
SEC. 705. DEFINITIONS.

For the purposes of this Act—
(1) The term "agency" includes any United States agency, depart 

ment, board, instrumentality, commission, or establishment, or any 
corporation wholly or partly owned by the United States.

(2) The term "duty" includes the rate and form of any import 
duty, including but not limited to tariff-rate quotas.

(3) The term "other import restriction" includes a limitation, pro 
hibition, charge, and exaction other than duty, imposed on importation 
or imposed for the regulation of imports.

(4) The term "firm" includes an individual proprietorship, part 
nership, joint venture, association, corporation (including a develop 
ment corporation), business trust, cooperative, trustees in bank 
ruptcy, and receivers under decree of any court.

(5} An imported article is "directly competitive with" a domestic 
article at an earlier or later stage of processing, and a domestic article 
is "directly competitive with" an imported article at an earlier or later 
stage of processing, if the importation of the imported article has an 
economic effect on producers of the domestic article comparalle to the 
effect of importation of articles in the same stage of processing as the 
domestic article. For purposes of this paragraph, the unprocessed arti 
cle is at an earlier stage of processing.
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(6) A product of a country or area is an article which is the growth, 
produce, or manufacture of such country or area.

(7) The term "modification", as applied to any duty or other im 
port restriction, includes the elimination of any duty or other import 
restriction.

(8) The term "existing" without the specification of any date, 
when used with r^jspect to any matter relating to entering into or carry 
ing out a trade agreement or other action authorized by this Act, 
means existing on the day on which such trade agreement is entered 
into or such other action is taken, and, when referring to a rate of 
duty, refers to the nonpreferential rate of duty (however established, 
and even though temporarily suspended by Act of Congress or other 
wise) existing in column 1 or the Tariff Schedules of the United States 
on such day.

(9) The term "ad valorem equivalent" means the ad valorem equiv: 
alent of a specific rate or, in the case of a combination of rates in 
cluding a specific rate, the sum of the ad valorem equivalent of the 
specific rate and of the ad valorem rate. The ad valorem equivalent 
shall be determined by the President on the basis of the value of im 
ports of the article concerned during a period determined by him to 
bs representative. In determining the value of imports, the President 
shall utilize, to the maximum extent practicable, the standards of val 
uation contained in section 402 or 402a of the Tariff Act of 1930 (19 
U.S.C., sec. 1401a or 1402) applicable to the article concerned during 
such representative period.
SEC. 7C6. RELATION TO OTHER LAWS.

(a) The second and third sentences of section 2 (a) of the Act en 
titled "An Act to amend the Tariff Act of 1930," approved June 12, 
1934, as amended (19. U.S.C. 1352(a)), are each amended by striking 
out "this Act or the Trade Expansion Act of 1962" and inserting in 
lieu thereof "this Act or the Trade Expansion Act of 1962 or the 
Trade Reform Act of 1973."

(b) Action taken or considered to have been taken by the President 
under section 231 of the Trade Expansion Act of 1962 and in effect 
on the date of the enactment of this Act shall be considered as having 
been taken by the President under section 501 (a).

(c) Section 242 of the Trade Expansion Act of 1962 is amended as 
follows:

(1) by striking out "351 and 352" in subsection (a) and insert 
ing in lieu thereof "201,202 and 203 of the Trade Reform Act of 
3973";

(2) by striking out "with respect to tariff adjustment" in sub 
section (b) (2);

(3) by striking out "301 (e)" in subsection (b) (2) and insert 
ing in lieu thereof "201 (d) of the Trade Reform Act of 1973"; 
and

(4) by striking out "section 252(d)" each place it appears and 
inserting in lieu thereof "subsection 301 (c) of the Tracfe Reform 
Act of 1973."

(d) Sections 202, 211, 212, 213, 221, 222, 223, 224, 226, 
226,231,243,252,253,254,255,256(1), (2) and (3), 301,311 through
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338,361,401,402,403,404, and 405(1), (3), (4) and (5) of the Trade 
Expansion Act of 1962 are repealed.
' (e) All provisions of law (other than this Act, the Trade Expan 
sion Act of 1962, and the Trade Agreements Extension Act of 1951) in 
effect after the date of enactment of this Act, referring to section 
350 of the Tariff Act of 1930, to that section as amended^ to the Act 
entitled "An Act to amend the Tariff Act of 1930," approved June 12, 
1934, to that Act as amended or to the Trade Expansion Act of 1962, 
or to agreements entered into, or proclamations issued, or actions 
taken under any of such provisions, shall be construed, unless clearly 
precluded by the context, to pefer also to this Act, or to agreements 
entered into or proclamations or orders issued, pursuant to this Act.

(f) Headnote 4 to schedule 1, part 5, subpart B of the Tariff 
Schedules of the United States (77A Stat. 32, 19 U.S.C. 1202) is 
hereby repealed.

(g) The Johnson Debt Default Act (62 Stat. 744; 18 U.S.C. 955) 
is nereby repealed, 

(h) Section 350 (a) (6) of the Tariff Act of 1930 is repealed.
SEC. 707. CONSEQUENTIAL CHANGES IN THE TARIFF SCHEDULES.

The President shall from time to time as appropriate embody in the 
Tariff Schedules of the United States the substance of the relevant 
provisions of this Act, and of other Acts affecting import treatment, 
and actions thereunder, including modification, continuance or imposi 
tion of any rate of duty or other import restriction.
SEC. 708. SIMPLIFICATION AND MODIFICATION OF THE TARIFF 

SCHEDULES.
(a) If the President determines that such action will simplify or 

clarify the Tariff Schedules of the United States, or that it will reauce 
barriers to international trade, he may from time to time, upon recom 
mendation of the Tariff Commission, modify or amend the Tariff 
Schedules of the United States, which modification or amendment may 
include, without limitation:

(1 } establishment of new classiiication;
(2) transfer of particular articles from one classification to an 

other classification; and
(3) abolition of classifications; 

vided,Provided, that except as authorized in subsection (b), such action 
shall not result in any modification of any rate of duty or other im 
port restriction. This subsection shall not be deemed, however, to au 
thorize the adoption of a revised tariff nomenclature in place of the 
Tariff Schedules of the United States.

(b) If the President determines that such action would contribute 
to the simplification or clarification of the Tariff Schedules, he may— 

(1) modify the rate of duty applicable to any article, or im 
pose or eliminate a rate of duty in respect of any article, provided 
that no rate of duty or duty-free treatment may be changed by 
more than 1 percent ad valorem (or the ad valorem equivalent) 
froni the rate existing on the effective date of this Act, or as modi 
fied in accordance with the provisions of any trade agreement con 
cluded in accordance herewith.
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(2) subject to subsection (d), modify the rate of duty applica 
ble to any article or impose or eliminate a,rate of duty in respect 
of any article, without regard to the limitation contained in para 
graph (1) of this subsection, or modify another import restric 
tion, applicable to an article, or group of articles, the annual im 
ports of which have in none or the immediately preceding ten 
years exceeded $10,000.

(c) Before recommending to the President any action under this 
section the Tariff Commission shall publish in the Federal Register a 
public notice of the type of modification of the Tariff Schedules which 
it has under consideration, and shall give interested parties adequate 
opportunity for the presentation of their views to the Commission.

(d) Following any modification of the type authorized by subsec 
tion (b) (2) which has, or could have} the effect of reducing or elimi 
nating a duty or other import restriction, the Tariff Commission shall, 
for a period of five years following the effective date of such modifi 
cation, observe the effect, if any, of the modification on the importation 
of the article, or group of articles, involved. The Commission shall 
promptly report to the President any substantial increase in the im 
ports of such article, or group of articles, during such five-year period. 
If the President determines that an effect of the modification has been 
a substantial increase in the imports of such article or group, and that 
such increase has resulted, or is likely to result in injury"to the do 
mestic industry producing the like or directly competitive article, he 
shall promptly terminate the modification of the duty or other import 
restriction of such article or group of articles.

(e) The President may at any time terminate, in whole or in part, 
any action taken under this section.



SECTION-BY-SECTION ANALYSIS OF TRADE 
REFORM ACT OF 1973

SEC. 1. SHORT TITLE.
Section 1 provides that this Act is to be cited as the "Trade Keform 

Act of 1973."
SEC. 2. STATEMENT OF PURPOSES.

The purposes of this Act are to provide authority in the trade field 
supporting United States participation in an interrelated effort to de 
velop an open, nondiscriminatory, and fair world economic system; 
to facilitate international cooperation in economic affairs; to stimulate

to provide trade adjustment assistance to workers; to improve the 
means for dealing with unfair import competition; to provide addi 
tional authority for the President to obtain fair and equitable access to 
foreign markets for United States exports; to provide the President 
more flexible authority to deal with trade matters; to enable the United 
States to take advantage of new trade opportunities with countries 
with which it has not recently had trade agreement relations; and 
to enable United States participation in the effort by developed coun 
tries to provide generalized preferential treatment to products of de 
veloping countries.

TITLE I.—AUTHORITY FOR NEW 
NEGOTIATIONS

CHAPTER 1.—GENERAL AUTHORITIES
SEC. 101. BASIC AUTHORITY FOR TRADE AGREEMENTS.

This section contains the basic grant of authorities to the President 
applicable to trade agreements, to be exercised in accordance with cer 
tain conditions set out in the remainder of the title. The sectron 
calls for a determination that the use of these authorities will promote 
the purposes of the Act, although it is assumed that this requirement 
is implicit and does not contemplate a formal, published finding by 
the President.
1. Authority to Enter into Trade Agreements

Paragraph (1) authorizes the President to enter into trade agree 
ments with foreign countries during the five years following the date of 
enactment of this Act. This provision restores trade agreements au 
thority similar to that provided by section 201 (a) (1) of the Trade 
Expansion Act of 1962 which lapsed on June 30,1967.

(61)
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2. Modification of Duties
Paragraph (2) provides that in connection with trade agreements 

with foreign countries the President may, at any tune during the five- 
year period, continue or modify any existing duty, continue existing 
duty-free or excise treatment, or impose additional duties as he deter 
mines to be re< uired or appropriate to carry out trade agreements. Un 
like previous legislation, this section does not contain a limit on the 
amount of increase or decrease in tariffs which the President may ne 
gotiate and implement under a trade agreement.

This authority may be used to raise any duty to any level or to elim 
inate duties on any or all products, provided such action is pursuant 
to an international trade agreement. It also permits a combination of 
actions under an agreement, which could include the elimination of 
some duties, reduction of others by the same or varying amounts, no 
reductions on some products, and increases in tariffs to achieve rate 
harmonization in certain product sectors. In conjunction with the 
authority provided under section 103, it would be possible to convert 
nontariff barriers to fixed duties at equivalent or higher levels and 
then schedule their reduction over a period of time. The authority 
to modify duties includes the conversion of specific to ad valorem 
rates, and vice versa.
SEC. 102. STAGING REQUIREMENTS AND ROUNDING AUTHORITY.

Section 102 incorporates the staging principles of section 253 of the 
Trade Expansion Act of 1962, with the principal exception that reduc 
tions of up to three percent ad valorem may be put into effect each 
year. The purpose of staging is to provide tima for the adjustment of 
United States industries and workers to the effects of the reduction 
or elimination of duties under a trade agreement.
L Staging Authority

Subsection (a) requires that any reductions or eliminations of 
duties pursuant to trade agreements may not take place in less 
than five equal annual stages, or by annual reductions of a maximum 
of three percent ad valorem, whichever is the greater. For example, a 
duty scheduled to be lowered from 20 percent to 10 percent could 
Ixj reduced three percent at valorem (which is greater than one-fifth of 
the total reduction) in each of the first three years and eliminated 
in the fourth. Alternatively the 20 percent duty might be reduced to 
10 percent over a longer period.

This section sets forth a minimum preferred period of staging as 
under section 253 of the Trade Expansion Act. However, .under 
subsection (e) it is specifically recognized that staging could be ex 
tended for as long a period as the President deems appropriate for 
certain products. For example, while the reduction of a duty from 
30 percent to 10 percent could be staged in two percentage point 
annual reductions over a period of ten years, it could not be made 
effective more rapidly than in four percentage point reductions over 
five years. Under subsection (c) a total reduction which does not exceed 
ten percent of the duty prior to its reduction rm.y be exempted from 
the staging requirements.
2. Interruption of Staging

Subsection (b) provides, as in the Trade Expansion Act, for the 
exceptional situation in which it might become necessary to interrupt
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implementation of a trade agreement concession and not complete the 
staging within five years. This would occur if staging began but was 
then suspended as an import relief measure under section 203. When 
implementation of staging is resumed, the duty rate last in effect must 
go lback into effect for the period of time that stage was suspended 
before the next stage can be implemented. For example, if the staging 
is interrupted three months after the second stage begins, nine months 
of the second stage would go into effect when the staging resumes 
before implementation of the third stage could become effective.
8. Rowding Authority

The rounding authority under subsection (c) is identical to section 
254 of the Trade Expansion Act of 1962. This authority permits the 
President, by rounding fractions or decimals, to proclaim marginally 
lower rates in the course of staging^ than the interim reductions pre 
scribed under subsection (a) if rounding will simplify the computation 
of the amount of duty to be collected.
SEC. 108. NONTARIFF BARRIERS TO TRADE.

This section contains a statement of Congress urging the President 
to negotiate with foreign countries for the reduction., elimination, or 
harmonization of nontariff barriers and other distortions of interna 
tional trade. For the purposes of this section, the terms nontariff or 
trade barriers include all barriers to trade inclading those which stem 
from methods of application of a duty other than the rate of duty 
itself. Negotiations could take the form of agreements on particular 
nontariff barriers and of general principles applicable to all nontariff 
barriers, which could also act as guidelines for specific agreements.

Since 1934 the Congress has periodically delegated to the President 
prior authority to enter into trade agreements with foreign countries 
and to proclaim reductions in tariffs and other import restrictions 
negotiated in such agreements. With respect to nontariff barriers, 
which are heterogeneous and usually imbedded in a variety of domestic 
laws, there is no commonly applicable standard that would lend itself 
to a general delegation of authority. Furthermore, it is not possible to 
foresee the types of agreements which may be negotiated or the form 
of legal techniques which may be necessary to implement them.

Three types of procedures are^contemplated under this Act which 
could be used by the President to negotiate and implement various 
types of agreements on nontariff barriers:

(1) Continuation of existing procedures, which include the 
constitutional authority of the President to negotiate or complete 
agreements when additional implementing legislation is not nec 
essary ; completion of an international agreement and submission 
to the Senate as a Treaty; or completion of an international 
agreement on an ad referendum basis and submission to the Con 
gress for approval through implementing legislation.

(2) Advance authority from the Congress to implement agree 
ments on certain matters under section 103 (c).

(3) A Congressional veto procedure applicable to agreements 
for which the exercise of additional Congressional authority is 
necessary or appropriate. This procedure described under section



103 (d) and (e) is optional si' .ce the President could, for example 
use his existing authorities to submit such agreements to the 
Congress on an ad referendum basis or for approval as a Treaty, 
as appropriate.

1. Congressional Mandate to Negotiate
Subsections (a) and (b) contain a statement by the Congress urging 

the President to negotiate agreements with foreign countries to achieve 
the mutual reduction, elimination, or harmonization of nontariff bar 
riers and other distortions of international trade. This mandate is 
not to be construed as prior approval by the Congress of any legisla 
tion which may be necessary to implement any such agreement.

Unless specifically provided for in an agreement, the President shall 
determine the extent to which benefits of agreements will apply to 
nonsignatory of agreements of countries.
2. Advance Authority for Certain Agreements

Subsection (c) grants the President advance authority to imple 
ment agreements which substantially benefit the United States with 
respect to methods of customs valuation, establishing the quantities on 
which assessments are made, and requirements for marking of country 
of origin. Agreements relating to American. Selling Price, the "Final 
List," simplification of methods of valuation and the wine-gallon/ 
proof gallon basis for assessment, for example could be implemented 
under this authority. This authority would not .pply, however, to 
countervailing duty or antidumping regulations.
3. Congressional Veto Procedure

Subsection (d) authorizes the President to implement agreements 
related to matters which he determines it is necessary or appropriate 
to seek additional action by Congress. International agreements cover 
ing these matters can be implemented in compliance with the proce 
dures under subsection (e): (1) only if the President has given at least 
90 days' notice to both Houses of Congress and appropriate Congres 
sional committees prior to entering into an agreement of his intention 
to utilize this procedure; (2) only after the expiration of 90 days from 
the datt of President delivers a copy of the agreement and his proposed 
orders for implementing the agreement with respect to existing domes 
tic law to both Houses of Congress, with a statement as to why the 
agreement serves the United States trade interests and why the pro 
posed orders are necessary; and (3) only if during the 90 day period 
the majority of the authorized membership of neither House of Con 
gress adopts a resolution stating its disapproval of the agreement.

The purpose of the 90 days' advance notice requirement is to ghn 
the appropriate Congressional committees the opportunity to hold 
hearings, receive comments from the public, and make recommenda 
tions for provisions or modifications in such agreements.

This authority could apply, for example, to new agreements relating 
to quantitative limitations on imports of agricultural products. How 
ever, it is an optional procedure since the President can, if he believes 
5t appropriate, use his existing authorities or other constitutional pro 
cedures with respect to import limitations or other nontariff barriers 
imposed pursuant to domestic laws.
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CHAPTER 2.—HEARINGS AND ADVICE CONCERNING 
NEGOTIATIONS PURSUANT TO TITLE I

Subchapter A.—Title I Prenegotiation Requirements
This subchapter is identical in substance to sections 221 through 

224 of the Trade Expansion Act, with the exception of a new provi- 
sic~ under section 112 (b). Section 225 of the Trade Expansion Act 
(reservation of articles from negotiation) has been included in sec 
tion 406 of this Act, which relates to the reservation of articles for 
national security or other reasons. The prenegotiation procedures of 
this chapter, unless an explicit exception to the contrary is contained 
elsewhere in this. Act, apply only to actions under section 101.
SEC. Hi: TARIFF COMMISSION ADVICE.

Section 111 is identical to section ,221 of the Trade Expansion Act 
except that the language of section 221 relating to the 50 percent 
limitation on the reduction of duties under section 201 (b) of the Trade 
Expansion Act is omitted.

Subsection (a) provides for the publication and transmission to the 
Tariff Commission by the President of lists of articles which may be 
considered for concessions in connection with any proposed trade 
agreement under section 101 of this title.

Subsection (b) requires the Tariff Commission to advise the Presi 
dent on each article within six months of its judgment as to the prob 
able economic effect of modifying or continuing duties on domestic 
industries producing like or directly competitive articles. Section 111 
(c) outlines the economic factors which the Tariff Commission shall 
investigate and analyze, and subsection (d) requires the Tariff Com 
mission to hold public hearings during the course of preparing this 
advice.

The purpose of this advice is to assist the President in making an 
informed judgment as to the impact of such duty modifications on 
domestic economic interests. It is intended, as under present proce 
dures, that the Tariff Commission reports to the President under sec 
tion 111 (b) would not be made public.
SEC. 112. ADVICE FROM DEPARTMENTS.

Section 112 (a) is identical in substance to section 222 of the Trade 
Expansion Act. Subsection (b) is a new provision required in view 
of the enactment of the Federal Advisory Committee Act.

Subsection (a) requires the President, before entering into a trade 
agreement under sections 101 and 103 of this title, to seek information 
and advice mth respect to each agreement from the Departments of 
Agriculture, Commerce, Defense, Interior, Labor, State, Treasury, and 
from the Special Representative for Trade Negotiations. He snail also 
seek information and advice as appropriate from other sources such 
as the Department of Transportation.

Subsection (b) provides that meetings of selected industry, labor, 
and agriculture groups advising the President or any agency on United 
States negotiating objectives and bargaining positions in specific prod 
uct sectors prior to entry into trade agreements under this title shall 
be exempt from the requirements relating to open meetings and public 
participation under the Federal Advisory Committee Act. Open meet 
ings and public participation .would compromise the United States
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.negotiating posture with foreign countries and inhibit the flow of in 
formation from the advisory groups to the President.
SEC. 113. PUBLIC HEARINGS.

Section 113 is identical to the provisions under section 223 of the 
Trade Expansion Act except that it is divided into two subsections. It 
applies to proposed agreements on nontariff barriers under section 103, 
in addition to those on tariffs as under the Trade Expansion Act.

This section requires the President to hold public hearings in con 
nection with any proposed trade agreement under this title to enable 
interested persons to present their views with respect to the list of 
articles provided under section 111, any concessions which should be 
sought from foreign countries, and any other relevant matters. The 
President is required to designate an agency or interagency committee 
to hold these hearings and to provide a summary to the President.
SEC. 114. PREREQUISITE FOR OFFERS.

Section 114 is identical in substance to section 224 of the Trade Ex 
pansion Act.

The President must receive the summary of public hearings under 
section 113 before making an offer to modify or continue any duty 
or to continue duty-free or excise treatment on any article in any nego 
tiations under section 101. The President also cannot make an oner 
on an article in negotiations under section 101 until he receives the 
advice of the Traiff Commission under section 111 (b) or the relevant 
six-month ceriod has expired.

This section is intended to permit the President to begin the early 
stages of a negotiation before receiving the advice and summary, but 
to prevent him, until either six months have passed or the Tariff 
Commission provides its advice, from making an offer to modify a 
duty which, if accepted, would be binding subject to the conclusion of 
a trade agreement.

Subchapter B.—Congressional Liaison 
SEC. 121. TRANSMISSION OF AGREEMENTS TO CONGRESS.

This section is identical in substance to section 226 of the Trade 
Expansion Act. It requires the President to transmit to each House 
of the Congress a copy of all trade agreements entered into force 
under sections 101 or 103, with a statement of his reasons'for entering 
into the agreement in the light of the Tariff Commission's advice under 
section 111 (b) and other relevant considerations.

This Act does not contain a specific provision for better coordination 
between the Executive Branch and the Congress on matters relating 
to the trade agreements program. A number of proposals for im 
proving coordination and consultation have been suggested, and it is 
hoped that the Congress will make provision for this purpose.

TITLE II.—BELIEF FROM DISRUPTION 
CAUSED *BY FAIR COMPETITION

CHAPTER 1.—IMPORT RELIEF
This chapter constitutes a major revision of the "escape clause" 

provisions of the Trade Expansion Act. There are four fundamental 
changes:
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(1) Liberalization of existing criteria for determining injury 
to domestic industry due to imports, including the deletion of the 
causal link to trade agreement concessions, the substitution of 
"primary" for "major" cause with respect to the relationship 
between increased imports and injury, and inclusion of a market 
disruption determination.

(2) Inclusion of additional factors to be taken ink account by 
the Tariff Commission in determining injury due to imports and 
by the President in his determining whether and in what form 
to provide import relief. These factors include efforts by the 
industry to adjust to import competition and the impact of relief 
on consumers, exporters, and other domestic industries.

(3) Expanded forms and amounts of import relief which the 
President may provide, including orderly marketing agreements, 
other import restrictions, removal of statutory limitations on 
tariff increases and authority to withdraw application of 806.30 
and 807.00 provisions.

(4) Stricter time limits on the duration of import relief and 
the mandatory phasing out of such relief.

These changes are consistent with the fundamental purpose of 
import relief under this title, namely to permit a seriously injured 
domestic industry to become competitive again under relief measures 
and, at the same time, to create incentives for the industry to adjust 
to competitive conditions in the absence of long-term import restric 
tions.
SEC. 201. INVESTIGATION BY TARIFF COMMISSION.

Section 201 outlines procedures to be followed by the Tariff Com 
mission in conducting an investigation to determine the existence of 
injury to a domestic industry due to imports. It also contains major 
changes in existing criteria and factors to be taken into account in 
making such a determination.
L F-Uing of Petitions

Subsection (a) provides that a petition for eligibility for import 
relief may be filed with the Tariff Commission by an entity, such as 
a trade association, firm, or union, which is broadly representative 
of an industry. The petition must include a statement describing the 
specific purpose for which import relief is sought, such as to facilitate 
the transfer of resources to alternative employment and other means 
to adjust to new competitive conditions.

The Tariff Commission must transmit a copy of any petitions to 
the Special Representative for Trade Negotiations and to the Gov 
ernment agencies which are directly concerned in particular cases, such 
as the Departments of Agriculture, Commerce, Interior, Labor, State, 
and Treasury.
£. Injury Determination

Subsection (b) requires1 the Tariff Commission to conduct an in 
vestigation to determine whether there is injury to a domestic industry 
due to imports at the request of the petitioner under subsection (a), 
the President, the Special Representative for Trade Negotiations, or 
the relevant committees of the Congress. The investigation is to deter 
mine whether an article is being imported in such increased quantities 
as to be the primary cause of serious injury, or the threat thereof,



68

to the domestic industry producing articles like or directly competitive 
with the imported article. The term "industry" includes entities en 
gaged in agricultural activities.

One major change in existing law (section 301 (b) of the Trade 
Expansion Act) is the deletion of the requirement that the increased 
imports result "in major part" from concessions granted under trade 
agreements. The second major change is the substitution of "primary 
cause'' for "major cause." "Major" has been understood to mean greater 
than all other factors combined; the "pirmary cause" as defined in 
section 201 (f) (1) means the largest single cause.

Subsection (b) provides that, in making its determination with 
respect to injury, the Tariff Commission shall take into account all 
economic factors it considers relevant, including significant unemploy 
ment or underemployment in the industry, inability of a significant 
number of firms to operate at a reasonable level of profit, and signifi 
cant idling of productive facilities in the industry. In determining 
whether imports are the primary cause of injury, the Commission 
shall consider relevant factors such as the extent to which current 
business conditions, changes in taste or technology, or competitive 
conditions within the industry may have contributed to the competi 
tive difficulties experienced by firms in the industry. To assist the 
President in making his determination \mder sections 202 and 203, 
the Tariff Commission will also investigate and report on efforts by 
firms in the industry to compete more effectively with imports.
3. Market Disruption

Subsection (b) provides that the Tariff Commission shall determine 
in its investigation whether there exists a condition of market disrup 
tion as defined in subsection (f) when requested to do so by the peti 
tioner, or by a request or resolution referred to under subsection (b) 
(1), or upon its own motion. If the Commission finds both market dis 
ruption and serious injury, or the threat thereof, the finding of market 
disruption shall constitute prima facie evidence that the causation test 
has been met, i.e., that increased imports are the primary cause of such 
injury or threat thereof. However, the Tariff Commission is obligated 
to conduct a market disruption investigation whether or not rebuttal 
evidence has been introduced by outside parties. The Commission 
could, notwithstanding a finding of market disruption, find that 
factors other than import competition were the cause of serious injury 
or the-threat thereof.

Market disruption shall be found to exist whenever a showing has 
been made that imports of a like or directly competitive article are 
substantial, that they are increasing rapidly both absolutely and as 
a proportion of total domestic consumption, and that they are offered 
at prices substantially below those of comparable domestic articles. 
"Comparable" is intended to be a more narrow category of products 
than "like or directly competitive" articles. __
4. Public Hearings

Subsection (c) provides for the Tariff Commission to hold public 
hearings in connection with any proceedings under section 201 (b).
6. Reports to the President

Subsection (d) repeats the requirements of the Trade Expansion 
Act that the Tariff Commission report to the President the findings
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and their basis under each irvwtigation under this section, and include 
in each report any dissenting or separate views. The Tariff Commis 
sion will furnish the President a transcript of the hearings and any 
briefs submitted in the course of its investigation. The Commission 
will also make its report public, including a summary in the Federal 
Kegister, with the exception of confidential information.

The reports of the Tariff Commission are normally to be filed not 
later than three months after the date on which the petition was filed. 
This period may be extended by two months if necessary to produce a 
fair and thorough investigation. Under existing law the Tariff Com 
mission has six months in which to submit its report. Contrary to 
existing law the Tariff Commission will not make a recommendation 
to the President in cases in which it has found injury, as to the duty or 
other import restriction which is necessary to prevent or remedy such 
injury. Instead the T°,riff Commission will report its findings with 
respect to the criteria mentioned above.
6. Subsequent Investigations

Subsection (e) continues the restriction contained in section 301 
(b) (4) of the Trade Expansion Act that the Tariff Commission will 
not investigate the same subject matter under a previous investigation 
unless one year has elapsed since the Tariff Commission made its report 
to the President of the results of such previous investigation.

SEC. 202. PRESIDENTIAL ACTION AFTER INVESTIGATIONS.

This section provides for a determination by the President within a 
specific time period whether to provide import relief following an 
affirmative finding by the Tariff Commission of injury to an industry 
due to imports. It also enumerates factors which the President must 
take into account in this determination.
L President's Authority

Subsection (a) provides that after receiving a report from the Tariff 
Commission containing an affirmative finding of injury to an industry 
due to imports, as determined under section 201 (b), the President may 
decide to (1) provide import relief for the industry under section 203; 
(2) direct the Secretary of Labor to expedite consideration of peti 
tions by workers for adjustment assistance; or (3) take any combina 
tion of these actions.
2. Time Limit and Report to Congress

Subsection (b) The President to make his determination whether to 
provide import relief under section 203 within 60 days after receiving 
an affirmative finding of injury from the Tariff Commission. In the 
case of a tie vote, the President has 120 days to make his determination. 
If the President decides to provide import relief, he is required to 
do so within the additional periods provided in section 203. If he de-
termines not to provide import relief, he is required to submit immedi 
ately a report to both Houses of Congress stating the considerations 
on which his decision was based.
3. Factors to be Considered

Subsection (c) describes various considerations which the President 
must take into account in determining whether to provide import relief
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unc'.er section 203. These factors include, for example, t^ie effectiveness 
of import relief as a means to promote adjustment, the impact of relief 
measures on domestic consumers, other industries and workers, and 
upon United States foreign economic interests.
4> Additional Information from Tariff Oommissi&n,

Subsection (d) provides that the President may reqruest additional 
information from the Tariff Commission within 45 days after the 
date on which he receives an aFrmatiye finding of injury. The Com 
mission must furnish this adw.ional information in & supplemental 
report within 60 days of the request. A similar provision is presently 
contained in section 351 of the Trade Expansion Act, but with longer 
time periods for making the request and furnishing the iriforra&tion. 
For purposes of section 202(b), the date on which the President re 
ceives the supplemental report is treated as the date on which the 
President received the affirmative finding.
SEC, 203. IMPORT RELIEF.

This section constitutes a major revision of sections 351 and 352 of 
the Trade Expansion Act. The section as a whole stresses the objective 
of adjustment Ir. both form and duration of import relief which the 
President may provide.
1. Presiden&s Authority

Subsections (a) and (b) require the President to grant import relief 
with refpect to the article causing or threatening serious injury within 
60 days of his decision under section 202 (a) to provide import relief. 
The relief will be granted to the extent and for such time (not to 
exceed five years) the President determines necessary to prevent or 
remedy serious injury to the industry, and to facilitate its orderly 
adjustment to new competitive conditions.

The relief may take the form of (1) an increase in, or imposition of, 
any duty or other import restriction on the article; (2) suspension of 
the application of 806.30 or 807.00 of the Tariff Schedules to the article 
in whole or in part; (3) negotiation of orderly marketing agreements 
with one or more foreign countries; or (4) any combination of these 
actions.

The time period during which the President must provide import 
reli.el is extended from 60 to 180 days if, at the time of his determina 
tion under section 202 to provide import relief, he announces an inten 
tion to negotiate one or more orderly marketing agreements. 
Interational agreements may be substituted for import relief at any 
time.

This section expands upon the import relief measures available 
under existing law. First, it provides new authority to suspend, in 
whole or in part, the application of items 806.30 or 807.00 of the 
Tariff Schedules to the article causing or threatening serious injui y. 
Secondly, it removes the requirement under section 352 of the Trade 
Expansion Act that orderly marketing agreements can only be nego 
tiated zn lieu of and prior to the imposition of duties or otner import 
restrictions. Thirdly, it removes the restriction presently contained in 
section 351 (b) of the Trade Expansion Act that duty increases may 
not exceed stipulated limits.
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#. Implementation of Orderly Marketing Agreements
Subsection (c), which is virtualy identical to section 352 (b) of 

the Trade Expansion. Act, provides that the President may issue 
regulations governing the entry of an article covered by an orderly 
marketing agreement. In order to cany out one or more agreements 
among countries accounting for a significant portion of total United 
States imports of the article covered, the President may also issue 
regulations governing the entry of like articles from countries which 
are not parties to such agreements. Thus, the President may impose 
controls on imports of articles covered by agreements from non- 
participating as well as participating countries.

Under subsection (d) (1), the President may negotiate orderly mar 
keting agreements with foreign countries at any time after import 
relief in the form of duty increases, quotas, or suspension of $806.30 
or $807.00 provisions is in effect These measures may be suspended or 
terminated, in whole or in part, upon implementation of the interna 
tional agreements.
3. Termination and Phasing Out

The section provides limitations on the duration of import relief 
measures and requires the phasing out of such measures during the 
time of their application.

Subsection (a) (2) provides that any import relief provided under 
subsection (a), including any orderly marketing agreements, shall 
terminate not later than five years after the date of the initial grant 
of relief unless renewed under subsection (d) (4) by the President, in 
whole or in" part, for one additional two-year period. The relief may 
be extended at any level which was in effect during the initial five-year 
period. The President must determine that a renewal is in the national 
interest, taking into account advice from the Tariff Commission and 
the factors described in section 202 (b). Section 351(cj of the Trade 
Expansion Act provided for an jnitial term of relief of four years 
with possible four-year extensions.

Subsection (e)(2) enables that an industry to file a petition 
with the Tariff Commission for an extension of import relief during 
the six-month period prior to the three months before the date any 
import relief is to terminate fully under subsection (d), i.e., five years 
or, if terminated earlier, the actual period of the initial tei'm of import 
relief. A modification or a reduction of import relief by the President 
during this five-year period is not a termination for purposes of sub 
section (d); that is, an industry may not petition the Tariff Commis 
sion with respect to the phasing out of import relief. The Tariff Com 
mission shall conduct an investigation, including a hearing, and report 
to the President its findings as to the probable economic effect on the 
industry of terminating relief, and the progress and specific efforts 
made by firms in the industry to adjust to import competition during 
the period of initial import relief.

Subsection (d) (3) provides that any import relief measure must 
also be phased out and, in the case of a five-year term of import relief, 
the first modification or reduction of the relief must commence within 
three years. The President may phase out the relief in equal or unequal 
stages, as he deems appropriate. In the case of orderly marketing 
agreements, phasing out may be accomplished by increases in the an 
nual amount of imports which may be entered.
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Subsection (e)(l) requires the Tariff Commission to keep 
under review developments with respect to the industry concerned as 
long as any import relief remains in effect, and report such develop 
ments to the President upon his request.

Subsection (f) provides that no investigation for the purposes of 
section 201 shall be made with respect to an industry which has re 
ceived import relief under this section unless two years have elapsed 
since the expiration of import relief in five or seven years as provided 
under subsection (d).
4* Compensation Authority

It should be noted that section 404 of this Act provides that when 
ever any action has been taken under section 203 to increase or impose 
any duty or other import restriction, the President shall afford inter 
ested foreign countries an opportunity to consult with the United 
States with respect to concessions, if any, to be granted as "compen 
sation" for the import restriction imposed. The President may enter 
into agreements with such countries to modify duties or other import 
restrictions as compensation required or appropriate to maintain a 
general le'-^l of reciprocal concessions.

CHAPTER 2.—ADJUSTMENT ASSISTANCE FOR WORKERS

The primary purpose of this chapter is to provide adjustment as 
sistance for workers displaced by import competition pending the 
enactment of minimum Federal standards of unemployment insurance. 
Provisions relating to job search and relocation allowances, as well as 
training, are also included. The worker adjustment assistance program 
of the Trade Expansion Act is replaced by the provisions of" this 
chapter.

This chapter provides Federal supplements to State unemployment 
insurance payments and makes provisions for employment services, 
training, and for job search and relocation grants. Companion legisla 
tion imposes minimum standards on State unemployment compensa 
tion payments, effective July 1, 1975. These new standards will be 
available for trade-impacted workers immediately. When all States 
meet the new levels, no further supplements will be paid under this 
Act The other assistance provided for under this chapter continue 
after the payments of supplements cease.

This chapter eases the eligibility requirements in three major re 
spects, as compar<id with the Trade Expansion Act: (1) increased 
imports need not be linked to trade agreement concessions, as is now 
required; (2) increased imports need only have "contributed sub 
stantially" to, rather than having been the "major" cause of, loss of 
work; and '3) both group petitions and applications for individual 
assistance go directly to the Secretary of Labor for prompt disposi 
tion, eliminating the present determinations by the Tariff Commission 
and the President.

Subchapter A.—Petitions and Determinations
SEC. 221. PETITIONS.

Section 221 (a) provides for filing of petitions with the Secretary 
of Labor by groups of workers or their duly authorized representa-
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tivea for a certification of eligibility to apply for adjustment assist 
ance. The Secretary must promptly publish notice in the Federal 
Begister that he has received the petition and initiated an 
investigation.

This subsection incorporates the same filing provision with respect 
to workers' petitions as contained in section 301 (a) (2) of the Trade 
Expansion Act except that petitions are to be filed with the Secretary 
instead of the Tariff Commission. The provisions of section 302(a) (3) 
and (b) (2) of the Trade Expansion Act would be eliminated.

Subsection (b) provides" that the Secretary shall provide for a pub 
lic hearing if the petitioner, or any other person found by the Sec 
retary to nave a substantial interest in the proceedings, submits a 
request not later than ten days after the publication of notice under 
subsection (a).

The Secretary may request the Tariff Commission to hold any hear 
ing in connection with the investigation initiated under subsection 
(a) and to submit the transcript and relevant information and docu 
ments to him within a specified time. Subsection (b) is similar to sec 
tion 301 (d) (2) of the Trade Expansion Act except for the substitution 
of the Secretary for the Tariff Commission to provide a public hear 
ing, and the time limit for a request for the hearing.
SEC. 222. GROUP ELIGIBILITY REQUIREMENTS.

Section 222 replaces section 301 (c) (2) and (3) of the Trade Expan 
sion Act of 1962. It provides new criteria for certification of eligibility 
of groups of workers to apply for adjustment assistance and substi 
tutes the Secretary of Labor for the Tariff Commission for the pur 
pose of determining whether the criteria are met.

This section also eliminates the requirement in the Trade Expansion 
Act of a causal link of increased imports to trade agreement con- 
sessions, and requires that increased imports only "contribute sub 
stantially" to the separations rather than being the major cause. It 
adds the requirement that sales or production, or both, of the affected 
firm or subdivision must have declined on an absolute basis.
SEC. 223. DETERMINATION BY SECRETARY OF LABOR.

Subsection (a) provides that as soon as possible but not later than 
60 days after a petition is filed under section 221, the Secretary shall 
determine whether the petitioning group of workers meets the eligi 
bility requirements of section 222, and shall issue a certification of 
eligioility to apply for adjustment assistance under subchapter B 
covering workers in any group which meets such requirements. The 
certification is of a continuing nature and covers not only workers 
totally or partially separated from the impact date through the period 
ending with the date of the certification but separation of other 
workers thereafter.

Each certification shall specify the date on which the total or partial 
separation began or threatened to begin. The date to be determined is 
the "arliest date on which any part of the total or partial separations 
involving a significant number or proportion of workers oegan or 
threatens to begin. The date when total or partial separations threatens 
to begin is the date on which they are expected to begin.

Subsection (b) provides that a certification of eligibility to apply for 
assistance shall not apply to any worker who was last totally or par-
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tially separated from the firm or subdivision prior to his application 
under section 231 (1) more than one year before the date of the peti 
tion upon which the certification covering him was granted or (2) 
more than six months before the effective date of this Act. Section 
244(b) adjusts the applicable petition date for subsection (b) (1) and 
makes subsection (b) (2} inapplicable in the case of groups and work 
ers meeting certain requirements set forth therein.

Subsection (c) authorizes the Secretary to request the Tariff Com 
mission to conduct an investigation of the facts relevant to a deter 
mination under section 223 and to report the results within a specified 
time. The Secretary may state the particular khids of data which he 
deems appropriate to be included. This is not intended, however, to 
preclude the Tariff Commission from gathering and including in its 
report such additional data as it considers relevant.

Subsection (d) requires the Secretary to publish promptly in the 
Federal Register a summary of his determination on a petition under 
subsection (a) . If the determination is affirmative, the Secretary would 
issae a certification and the summary would therefore be of the 
certification.

Subsection (e) provides for the termination of certifications of eli 
gibility to apply for adjustment assistance if the Secretary deter 
mines that total or partial separations are no longer attributable to 
the conditions specified under section 222. This subsection is the same 
in substance as section 302 (e) of the Trade Expansion A ,ct, except that 
the Secretary is given the statutory authority to terminate, instead of 
by delegation from the President, and the publication of terminations 
in the Federal Register is expressly required by statute instead of by 
regulation. As in the existing provisions, it is expressly provided 
that such termination shall apply only to total or partial separations 
occurring after the termination date specified by the Secretary. 
Therefore, the termination would not affect the eligibility of workers 
separated before the termination date to apply for and receive

Subchapter B,— Program Benefits
PART I. — SUPPLEMENTAL PAYMENTS

SBC. 231. QUALIFYING REQUIREMENTS FOR WORKERS.

This section states th<> qualifications an individual worker must have 
in order to obtain supplemental payments for weeks in which he is 
entitled to State unemployment insurance payments. The qualifications 
are similar to those in section 322 of the Trade Expansion Act. The 
major differences in subsection (B) are omission of the requirement 
of employment during 78 of 156 weeks immediately preceding total 
or partial separation, an increase of the wages for a qualify me week of 
employment from $15 to $30, and the new requirement that the quali 
fying weeks be with u single firm or subdivision of a firm.

In order to qualify for unemployment insurance supplemental pay 
ments, an adversely affected worker covered by a certification under 
subchapter A must file an application with a cooperating State agency. 
The worker's last total or partial separation before he applies must
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have occurred after the "impact date" (the date specified in the certi 
fication when total or partial separation began or threatened to begin), 
within two years after the Secretary issued the certification covering 
the worker, and before the termination date determined under section 
233 (e). The date of issuance of the certification is the date on which 
the Secretary or his delegate signs the certification. The worker must 
also have 'had 26 weeks of employment with a single firm or subdivision 
at $30 or more wages a week in adversely affected employment within 
the 52 weeks immediately preceding his total or partial separation.

SEC. 232. SUPPLEMENT TO UNEMPLOYMENT INSURANCE.

This section establishes the amount of supplemental payment that 
an adversely affected worker who receives State unemployment insur 
ance for a week of unemployment and meets the qualifying require 
ments of section 231 shall receive. A supplemental payment is equal 
to the amount (if any) by which the State unemployment insurance 
he receives for such week is less than the payment he would have re 
ceived if under the State law his weekly benefit amount was one-half 
of his average weekly wage, or the maximum weekly 'benefit amount, 
whichever is less. The maximum weekly benefit amount used in 
computing the weekly benefit amount which he would have received, 
for trade readjustment purposes, would be 66% percent of the state 
wide average weekly wage computed before the beginning of the 
applicant's benefit year as that term is defined in the State law. Each 
State would be required to compute the statewide average weekly wage 
at least once a year. This establishes a Federal standard by which to 
measure the amount to be paid as a supplement to State unemploy 
ment insurance.

Legislation is being introduced amending section 3304 (a) of the 
Internal Kevenue Code to require State unemployment insurance laws 
with respect to benefit years beginning on and after July 1, 1975 to 
provide weekly benefit amounts which will meet, as a minimum, 
precisely the same standard here proposed. If such legislation is 
enacted in the form proposed, on and after July 1. 1975, it is most 
likely that all adversely affected workers would receive an amount 
of State unemployment insurance which would make supplementation 
unnecessary.

If the State weekly benefit amount of unemployment insurance 
equaled or exceeded the Federal standard, no trade readjustment 
allowance would be paid. No adversely affected worker would receive 
total benefits (State unemployment insurance and Federal supple 
ment, if necessary) less than the Federal standard.

Subsection (c) defines the terms used in establishing the weekly 
benefit amount on the basis of which the supplemental payment would 
be made. "Benefit year" would be the benefit year as defined in State 
law but could not be more than a one-year period beginning after 
the end of the individual's base period. "Base period'^ would be the 
bat i period as defined in State law with the limitation that it be 
either 52 consecutive weeks, one year, or four calendar quarters and 
could not end earlier than six months prior to the beginning of an 
individual's benefit year. This is to assure that the weekly benefit 
amount is based on recent earnings.
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The definition of "individual's average weekly wage" takes account 
of variations in State laws. Where a State computes weekly benefit 
amounts on the basis of high quarter wages, the average weekly wage 
would be l/13th of the amount of wages received in such quarter. 
In other States, the average weekly wage will be computed on the 
basis of a simple formula. Total wages in the base period will be 
divided by the number of weeks in the base period during which 
the individual performed services in employment covered under the 
State law during the base period. "High quarter wages" are the 
amount of wages paid to an individual in that quarter of his base 
period in which the wages were the highest.

The "statewide average weekly wage will be total wages paid by 
covered employers in the State for the first four of the last six com 
pleted calendar quarter0, divided by the average number of workers 
in covered employment during the same four quarter period. Since 
the figures used in the computation will be based on reports furnished 
by employers, there is a lag between the period used in making the 
computation and the computation date to enable the State agency to 
collect the data needed to make the computation.

PART II—TRAINING AND RELATED SERVICES
SEC. 233. EMPLOYMENT SERVICES.

Section 233 provides that the Secretary shall make every reasonable 
effort to secure counseling, testing, and placement services, and sup 
portive and other services provided for under any Federal law for 
adversely affected workers covered by a certification under subchapter 
A of chapter 2. The Secretary shall procure such services through 
agreements with cooperating State agencies whenever appropriate.

It is the intention under this provision that the Secretary shall make 
arrangements for effective referral of the workers for the services to 
the extent such services are provided for under any other Federal law, 
and that appropriations made available under this Act are not to be 
expended to defray the cost or expense of the actual services. In pro 
curing such services through agreements with cooperating State agen 
cies, it is expected that the services will be funded through funds 
made available under other programs, including under revenue-sharing 
arrangements.

As used in section 233, it is intended that the phrase "supportive 
and other services" includes, to the extent provided in Federal law, 
services such as work orientation, basic education, communication 
skills, employment skills, minor health services, and other services 
which are necessary to prepare a worker for full employment. It is in 
tended that the minor health services referred to above shall be limited 
to those which are necessary tc correct a condition that would otherwise 
prevent a worker from being able to accept a training or employment 
opportunity.
SEC. 234. TRAINING.

This section authorizes the Secretary to pit/vide or. assure provision 
of appropriate training to trade-impacted workers under manpower 
and related service programs established by law, on a priority basis.

Subsection (a) provides that the Secretary may authorize training, 
under manpower and related service programs established by law for
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adversely affected workers covered under certifications under subchap 
ter A for whom suitable employment (including technical and profes 
sional employment) would be available only after such training. These 
provisions are similar to section 326 (a) of the Trade Expansion Act.

Subsection (a) also provides that the Secretary shall assure the pro 
vision of training, insofar as possible, on a priority basis. In relation to 
Federally financed manpower training programs, this language au 
thorizes the Secretary to exercise such guidance and control as is pos 
sible in order to assure that manpower funds allocated to and primarily 
administered by State and local officials shall be used to serve workers 
certificated under this chapter. The reference to priority is intended to 
place such workers in a favored position if training resources are not 
adequate to meet the needs of all applicants. The only other such pri 
ority with statutory support is that provided for veterans in Title V 
of Public Law 92-540. As under section 233, it is intended that appro 
priations under this Act will not be expended to defray the cost or 
expense of training but that funds available under other programs, 
including revenue sharing arrangements, shall be utilized.

Subsection (b) authorizes supplemental assistance to defray trans 
portation and subsistence costs when training is provided in facilities 
which are not within commuting distance. This provision is identical 
in substance to section 326(a) of the Trade Expansion Act, including 
the maximum amounts of $5 per day for subsistence and lOff per mile 
for transportation expenses.

Subsection (c) provides that the Secretary shall not authorize train 
ing which begins more than one year after the certification under sub- 
chapter A or of the worker's last total or partial separation before 
applying under subchapter B, whichever is later. There is no directly 
comparable section in the Trade Expansion Act.

Subsection (d) provides that any worker refusing without good 
cause to accept or continue, or failing to make satisfactory progress 
in suitable training to which he was referred by the Secretary* shall be 
disqualified from receiving payments under this chapter until he en 
ters or resumes the training. This subsection is identical in substance 
to section 327 of the Trade Expansion Act.

PART III.—JOB SEARCH AND RELOCATION ALLOWANCES
SEC. 235. JOB SEARCH ALLOWANCES.

This section provides that a worker covered by a certification under 
subchapter A may file an application with the Secretary for a job 
search allowance. This allowance provides reimbursement to the 
worker of 80 percent of the cost of his necessary job search expenses, 
not to exceed $500.

The allowance can only be granted to assist the worker in obtaining 
employment within the united States, only when the worker cannot 
reasonably be expected to obtain suitable employment in his commut 
ing area, and only if the application for the allowance is filed within 
one year from his last total separation prior to applying under sec 
tion 231.
SEC. 236. RELOCATION ALLOWANCES.

Section 236 retains most of the provisions for relocation allowances 
under sections 328, 329, and 330 of the Trade Expansion Act.

95-148 O-7J-6
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Subsection (a) is identical in substance to section 328 of the Trade 
Expansion Act. Relocation allowances are afforded (upon application 
and meeting qualifying requirements) to any adversely affected 
worker covered by a certification under subchapter A of this chapter 
who is the head of ft family, as defined in regulations prescribed by 
the Secretary, and who has been totally separated from adversely 
affected employment. The qualifying requirements of subsection (b) 
are identical to those of section 329 (a) of the Trade Expansion Act.

Subsection (c), which is comparable to section 329 (b) of the Trade 
Expansion Act, authorizes payment of a relocation allowance only 
if for the week in which the worker files an application for such allow 
ance, he is entitled to a supplemental payment under section 232, or 
would be so entitled (without regard to whether he filed application 
for the supplemental payment) if it were not for the fact that he has 
either obtained the employment to which he wishes to relocate, or 
received an unemployment insurance payment equal to or greater than 
the payment he would have received for such week had the applicable 
State law provided as set forth in section 232 (a) (1) and (2) of this Act

Subsection (c) also provides that to be entitled to a relocation allow 
ance, the worker must relocate within a reasonable time after he ap 
plies for such allowance. If the applicant is a worker undergoing voca 
tional training under the provisions of any Federal statute he must 
relocate within a reasonable time after the conclusion of such train-
"1& 

Subsection (d) changes the definition and therefore the amounts of
the relocation allowances under section 330 of the Trade Expansion 
Act. "Relocation allowance" is defined as (I) 80 percent of the reason 
able and necessary expenses (as specified in regulations prescribed by 
the Secretary of Labor) incurred in transporting the worker, his 
family, and their household effects from their present location, and 
(2) a lump sum payment equivalent to three times the worker's aver 
age weekly wage, up to a maximum payment of $500.

Subchapter C.—General Provisions
SEC. 237. AGREEMENTS WITH STATES.

Subsections (a), (b), and (c) of this section provide for agreements 
between the Secretary and States or State agencies to carry out the 
functions required under subchapter B. These subsections are substan 
tially the same as section 331 of the Trade Expansion Act. Subsec 
tion (d), which provides for review of State determinations made 
under terms of such agreements differs somewhat from the review pro 
vision under section 336 of the Trade Expansion Act.

Subsection (a) authorizes the Secretary to enter into agreements 
under which States or State agencies will, as agents of the United 
States: (1) receive applications and provide payments as provided in 
this chapter; (2) offer testing, counseling, referral to training, and 
placement services to adversely affected workers applying for pay 
ments, where appropriate, and (3) otherwise cooperate in providing 
payments and services under this chapter.

Subsection (b) states that agreements shall include terms and con 
ditions for amendment, suspension or termination. Subsection (c) re 
quires that agreements shall not deny or reduce unemployment insur-
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ance payments to adversely affected workers by reason of any right to 
payments under this chapter.

Subsection (d) provides that determinations with respect to entitle 
ment to payments made by cooperating State agencies under agree 
ments with the Secretary snail be subject to review in exactly the same 
manner and to the same extent as determinations under the applicable 
State law. Section 336 of the Trade Expansion Act provided for such 
review to the maximum extent practicable and consistent with the 
worker assistance provisions of that Act. Subsection (d) has the effect 
of channeling all questions arising from determinations by State agen 
cies under subchapter B through the normal State review procedure.
SEC. 238. ADMINISTRATION ABSENT STATE AGREEMENT.

Subsection (a) authoiizes the Secretary to arrange by regulations 
for performance of necessary functions under subchapter B where 
there is no agreement in force with a State or State agency. Among 
the functions to be carried out is provision of a fair hearing for any 
worker whose application for payments is denied. This provision 
follows the terms of 5 U.S.C. §8503(c), a section that states the 
procedures for provision of unemployment compensation to Federal 
employees absent a State agreement to administer that compensation 
program.

Subsection (b) provides for review by the courts of final deter 
minations under subsection (a) of entitlement to payments under 
subchapter B in the same manner and to the same extent as is provided 
by 42 U.S.C. §405(g), the judicial review provision for the social 
security program. Section 336 of the Trade Expansion Act provides 
that determinations as to entitlement of indivdiuals for adjustment 
assistance shall be final and not subject to court review except as 
provided in the Secretary's regulations.
SEC. 289. PAYMENTS TO STATES.

This section provides that the State agencies pay supplemental pay 
ments out of funds advanced to them from the Federal Treasury.

The section eliminates the requirement of section 332 £a) (2) of the 
Trade Expansion Act that the Federal Government reimburse a co 
operating State for the unemployment compensation paid to a,worker 
who qualified under State law to receive such compensation. Pre 
viously, if the Federal Government determined that such a worker was 
unemployed due to trade concessions, it would reimburse the State the 
amounts paid out to such a workt. for unemployment compensation.

Subsection (b) provides for appropriate fiscal safeguards for funds 
not spent.

Subsection (c) stipulates that agreements made under this sub- 
chapter may include requirements that any State employee certifying 
or disbursing funds under this agreement be bonded.
SEC. 240. LIABILITIES OF CERTIFYING AND DISBURSING OFFICERS.

Subsection (a), which is identical to section 333 of the Trade Ex- 
p&nsion Act, relieves a designated certifying officer, in the absence 
of gross negligence or intent to defraud the United States, from 
liability with respect to the payment of any payment certified by him 
under this chapter.
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Subsection (b) provides similar relief from liability for a disbursing 
officer with respect to any payment by him under this chapter if it was 
based upon a voucher signed by a designated certifying officer.
SEC. 241. RECOVERY OF OVERPAYMENTS.

This section is identical in substance to section 334 of the Trade 
Expansion Act.

It provides that if a person has been found to have received any 
payment to which he was not entitled, as a result of false statements, 
such person shall be liable to repay such amount to the State agency 
or to the Secretary. Such recovery may also be made by deducting the 
amount to which the person was not entitled from any sum payable 
to him under this chapter.

Any amount repaid to a State agency shall be deposited into the 
fund from which payment was made, and any amount repaid to the 
administering agency shall be credited to the current applicable fund 
from which payment was made.
SEC. 242. PENALTIES.

This section imposes the same penalties as section 335 of the Trade 
Expansion Act provided for any person who knowingly makes false 
statements of, or fails to disclose material facts for the purpose of ob 
taining or increasing for himself or for any other individual any 
payment authorized to be paid under this chapter or under an agree 
ment under section 237. The offenses are punishable by fines of not 
more than $1,000 or imprisonment for not more than one year, or both.
SEC. 243. AUTHORIZATION OF APPROPRIATIONS.

Section 243 authorizes the appropriation to the Secretary of such 
sums as may be necessary from time to time to carry out his functions 
under this chapter in connection with furnishing payments to work 
ers. Section 243 further provides that sums which are authorized to 
be appropriated shall remain available until expended.

This provision covers not only payments but also the Secretary's 
functions throughout chapter 2 in connection with furnishing pay 
ments to workers. It includes, for example, funds for the Secretary's 
functions with respect to subchapter A, and the functions of the Tariff 
Commission thereunder. The authorization would not, however, in 
clude appropriations to defray the expense or cost of actual services 
furnished workers, under this or any other Federal law.
SEC. 244. TRANSITIONAL PROVISIONS.

Subsection (a) provides that any worker covered by a certification 
issued -under section 302(b) (2) or (c) of the Trade Expansion Act 
shall be entitled to the rights and privileges provided in the worker 
assistance chapter of that Act as existing prior to the date of enact 
ment of this Act. Workers so covered may therefore apply for trade 
readjustment allowances under the terms and conditions of the Trade 
Expansion Act and will continue to receive assistance under that Act 
to the extent of their eligibility.

Subsection (b) provides for cases where a group of workers or their 
authorized representative has filed a petition urder section 301 (a) (2) 
of the Trade Expansion Act, such filing was more than four months 
prior to the effective date of this Act, the Tariff Commission has not 
rejected the petition, and the President or his delegate has not issued
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a certification under 302 (c) of the Trade Expansion Act to the peti 
tioning, group. In such circumstances, the group or its representative 
may file a new petition under section 221 of this Act, not later than 
90 days after the effective date of the Act, and shall be entitled to the 
rights and privileges provided in this chapter. For purposes of sec 
tion 223(b)(i), the petition date shall be the original filing date 
under the Trade Expansion Act, and section 223 (b) (2) shall not- 
apply to workers covered by a certification issued pursuant to a peti 
tion meeting the requirements of this subsection.

Subsection (b) attempts to prevent inequitable cutoffs of assistance 
that would occur because pending Trade Expansion Act petitions may 
not be decided upon before the effective date of the new Act. While a

froup may file another petition under the new Act, workers covered 
y the petition may be ineligible for assistance because the new filing 

date is later than the original Trade Expansion Act filing. The pro 
vision in subsection (b) for using the earlier date in pending cases, 
and not applying the six-month cutoff of section 223 (b) (2), is intended 
to meet this problem.

Subsection (c) provides that thp Tariff Commission shall make 
certain materials available to the Secretary on request. The data in 
volved is derived from section 301 Trade Expansion Act investigations 
concluded within the two years before the date of enactment of this 
Act which did not lead to either affirmative or negative Presidential 
action under section 302 (a) (3) or 302(c) of the Trade Expansion Act.
SEC. 245. DEFINITIONS.

This section, except for some deletions, substantially adopts the 
definitions of section 338 of the Trade Expansion Act. Thoui terms 
which have been deleted are ''average weekly manufacturing wage," 
"remuneration," "week," and "week of unemployment."

Subsection (1) defines "adversely affected employment" as work in 
those firms or subdivisions of firms the employees of which have been 
declared eligible to apply for assistance.

Subsection (2) defines "adversely affected worker" as an individual 
who has been partially or totally separated because of lack of work in 
the affected firm, or subdivision thereof, or totally separated from the 
firm in a subdivision of which such adversely affected employment 
oxists.

Subsection (3) defines "average weekly wage." A person's average 
weekly wage is one-thirteenth of the total salary paid that person in 
that quarter, out of the first four of five completed quarters preceding 
his separation, in which the person's salary was the highest.

Subsection (4) defines "average weekly hours" as the average num 
ber of hours worked by the individual in the affected employment, and 
not including overtime, in the 52 weeks (excluding weeks of sickness 
or vacation) preceding the week in which partial or total separation 
occurred.

Subsection (5) defines "total separation" as the complete separation 
of the worker from the firm in which some adversely affected em 
ployment exists. . .

Subsection (6) defines "partial separation' 1 as occurring when the 
worker has had his hours of work reduced to 80 percent or less of his 
average weekly hours and his wages reduced to 75.percent or less of 
his average weekly wage jji thewaffected employment.
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Subsection (7) defines "State" to include the District of Columbia 
and the Commonwealth of Puerto Rico and the "United States" to 
include both.

Subsection (8) defines "State "agency" as the agency of the par 
ticular State which administers the relevant State law.

Subsection (9) defines "State law" as the unemployment insurance 
law of the particular State that was approved by the Secretary of 
Labor as provided by section 3304 of the Internal Revenue Code of 
1954.

Subsection (10) defines "unemployment insurance" as those unem 
ployment benefits payable to an individual through any State or Fed 
eral unemployment insurance law.
SEC. 246. ADMINISTRATIVE PROVISION.

This section provides that the Secretary shall prescribe necessary 
regulations to implement this chapter, in coordination with the Special 
Representative for Trade Negotiations.

TITLE III.—RELIEF FROM UNFAIR TRADE
PRACTICES

The purpose of this title is to consolidate and revise the four prin 
cipal statutes dealing with unfair trade practices of foreign countries.

The first chppter deals with responses to unfair foreign import 
restrictions and export subsidies from foreign countries to third 
country markets which displace competitive United States exports. 
This chapter revises and updates section 252 of the Trade Expansion 
Ac£ ("Foreign Import Restrictions").

The second chapter makes a number of amendments to the Anti 
dumping Act of 1921. The third chapter contains amendments to 
section 303 of the Tariff Act of 1930 on countervailing duties, includ 
ing their application to duty-free goods subject to an affirmative 
finding of injury to domestic industry.

The fourth chapter revises section 337 of the Tariff Act of 1930 
with respect to patent infringements. Companion legislation will 
authorize the Federal Trade Commission to investigate and regulate 
unfair methods of competition in import trade other than patent 
infringement.

CHAPTER 1.—FOREIGN IMPORT RESTRICTIONS
SEC. 301. RESPONSES TO UNFAIR FOREIGN IMPORT RESTRICTIONS AND 

EXPORT SUBSIDIES.

This section revises and expands the authority of the President 
under section 252 of the Trade Expansion Act to respond to unreason 
able or unjustifiable foreign trade restrictions or discriminatory or 
other acts which burden or restrict United States commerce.
7. Authority to Respond to Unfair Trade Practices

Subsection (a) authorizes the President to take action (retaliate) 
against any foreign country which (1) maintains unjustifiable or 
unreasonable tariff or other import restrictions (including variable
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levies) which impair trade commitments made to the United States 
or which burden, restrict, or discriminate against United States 
trade; (2) engages in unjustifiable or unreasonable discriminatory or 
other acts or policies, such ar nontariff barriers, which directly or 
indirectly burden or restrict United States trade; or (3) subsidizes 
its exports to third country s which substantially reduce sales of 
competitive United States exports to such countries.

"Unjustifiable" refers to restrictions or policies which are illegal or 
inconsistent with international obligations such as the GATT. "Un 
reasonable"1 refers to restrictions or policies which are not necessarily 
illegal but which, for example, nullify or impair benefits within the 
meaning of GATT Article XXIII. The President shall make the judg 
ment as to what constitutes an unjustifiable or unreasonable measure 
and no GATT determination is required.

The President is required to take all appropriate and feasible steps 
to obtain the elimination of such restrictions or subsidies. The Presi 
dent has discretionary authority to refrain from providing benefits of 
trade agreement concessions to the country. He also may impose duties 
or other import restrictions at any level and for such time as he deems 
appropriate, on a most-favored-nation basis or only on the products 
imported from one or more offending foreign countries.

This subsection makes a number of changes in existing law. First, it 
removes the distinction formerly contained in section 252 (a) (3) of 
the Trade Expansion Act between agricultural and non-agricultural 
products, whereby the President had greater authority to retaliate 
against unjustifiable foreign import restrictions on agricultural prod 
ucts. The effect of this distinction in section 252 was to limit the Presi 
dent's authority to act against unfair practices on non-agricultural 
products to suspending, withdrawing, or preventing the application 
of trade agreements concessions. The new provision would enable the 
President to impose any type of import restriction against unfair for 
eign import restrictions or subsidies on any product.

Second, the subsection extends the President's retaliation authority 
to cases in which a. foreign country provides subsidies or equivalent 
incentives in connection with its exports to third country markets 
which substantially reduce sales of competitive United States exports 
in those markets. This authority is not contained in section 252 of the 
Trade Expansion Act.

Third, the subsection (a) authorizes action against "unreasonable" 
restrictions or other policies to the same extent authorized against "un 
justifiable" restriction. Section 252 provided less authority to deal 
with unreasonable than with unjustifiable measures. In particular, sec 
tion 252(e) required that the President, in taking action against "un 
reasonable" restrictions, have due regard for the international obliga 
tions of the United States.

While subsection (b) requires the President to consider the relation 
ship to international obligations before he takes action und?r subsec 
tion (a), this requirement shall not constitute a limitation on the legal 
scope of the President's authority to take action in the national inter 
est. However, it is intended that the President shall depart from inter 
national obligations only in rare cases where adequate international 
procedures for dealing with unjustifiable or unreasonable actions are 
not available.
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most-favored-nation basis or otherwise. Although in most, cases re 
taliation might be taken only against one or more offending countries 
such as contemplated by GATT Article XXIII, cases could arise in 
which it is appropriate to act on a most-favored-nation basis, su Ji as 
under GATT Article XXVIII.
2. Hearings

Subsection (c) parallels in a simplified manner the substance of 
section 252(d) of the Trade Expansion Act. It requires the President 
to provide an opportunity for interested persons to bring to his atten 
tion any of the foreign restrictions, acts or policies referred to under 
subsection ^a). However, the President may take action against for 
eign restrictions without awaiting these views.

CHAPTER 2^-ANTJOUMPING DUTIES
SEC. 310. AMENDMENTS TO THE ANTIDUMPING AC'S OF 1921.

This section amends the Antidumping Act of 1921 with respect to 
time limits on dumping investigations and the withholding of ap 
praisement, purchase price, and exporter's sales price. It also provides 
for public hearings on the record and judicial review of affirmative 
determinations by the Secretary of the Treasury and the Tariff 
Commission.
/. Time Limits

Subsection (a) amends section 201 (b) of the Antidumping Act to 
provide that the Secretary of the Treasury or his delegate must within 
six months or, in more complicated investigations, within nine months 
after a question of dumping is raised by or presented to him, make the 
determination required under present lt»\v as to whether there is rea 
son to believe or suspect that the purchase price of imported mer 
chandise is less, or the exporter's sales price is less or likely to be less, 
than the foreign market value or constructed value of the merchandise.

If the Secretary's determination is affirmative, then under 
paragraph (2), of section 201 (b), as amended, he must publish notice 
thereof in the Federal Register and require the withholding of ap 
praisement of any such merchandise entered on or after such date of 
publication. 'Paragraph (2) also retains the present provision in the 
Antidumping Act which authorizes the Secretary to order that such 
withholding oe made effective with respect to merchandise entered on 
or after an earlier date, but in no case may fi.e effective date of with 
holding be earlier than the 120th day before tne question of dumping 
was raised by or presented to him.

Paragraph (3) of section 201 (b) provides that if the Secretary's 
determination is negative, notice thereof must be published in the 
Federal Register, but the Secretary may within three months there 
after order the withholding of appraisement if he then has reason to 
believe or suspect that dumping is involved. An order of withholding 
of appraisement in that case is treated in the same manner as is a 
withholding under paragraph (2) of section 201 (b). Section 201(b) 
as amended by the bill also provides that the question of dumping is 
deemed to have been raised by or presented to the Secretary on the 
date on which a notice is published in the Federal Register that in-
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formation relating to dumping has been received in accordance with 
regulations prescribed by him.

Paragraph (3) of section 201 (b) also provides that if the Secretary 
determines that the circumstances are such that a determination can 
not reasonably be made within nine months, he shall publish notice 
to that effect, and in such cases may take up to twelve months after 
the question of dumping was raised to reach a determination. These 
time limits are modeled after the limits presently set forth in the 
Antidumping Regulations issued by the Treasury Department.
2. Hearings

Subsection (b) incorporates a new provision in the Antidumping 
Act which requires the Secretary of the Treasury or the Tariff Com 
mission to hold a hearing1 on the record prior to any determina 
tion under subsection (af. The transcript of the hearing plus all 
papers filed in connection with the investigation will constitute the 
exclusive record for determination and, with the exception of material 
treated as confidential or in camera, shall be available to all persons.

Paragraph (3) requires the Secretary and the Tariff Commission 
to include in the record and publish in the Federal Register their 
determinations, whether affirmative or negative, together with a state 
ment of the bases for their findings and conclusions on all material 
issues presented on the record
3. Purchase Price

Subsection (c) makes three amendments to section 203 of the Anti 
dumping Act, dealing with purchase price.

The first amendment deals with the treatment to be given export

exported product must be added to the purchase price if it is not al 
ready included therein. Section 204, on the other hand, which defines 
exporter's sales price, provides that any export tax must be subtracted 
from exporter's sales price if it is included therein.

The ''purchase price" treatment of an export tax is anomalous. 
An export tax increases the price of an exported product and, if not 
subtracted, would distort any dumping price comparison made be 
tween the export price and the home market price of a particular 
product. The distortion would artificially reduce or eliminate any 
dumping margins that might otherwise exist. The present treatment 
of export taxes under the exporter's sales price provision is proper 
and the proposed amendment would make the section on purchase 
price symmetrical with the section on exporter's sales price in this 
regard.

The second amendment deals with the treatment of certain types 
of tax rebates in computing purchase price. The amendment would 
conform the standard in the Antidumping Act to the standard under 
ihe. coantervailingduty law,thexeby harmonizing tax treatment under 
the two statutes. With the amendment, no adjustment to the advan 
tage of the foreign exporter would be permitted for indirect tax 
rebates unless the direct relationship of the tax to the product being 
exported, or components thereof, could be demonstrated.
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The Treasury Department considers rebates or remissions of taxes 
not directly related to an exported product or its components as being 
bounties or grants within the meaning of the countervailing duty law. 
Under the Antidumping Act, Treasury is required in its calculation 
of purchase price to add back to the price at which merchandise is 
sold to the United States "the amount of any taxes imposed in the 
country of exportation upon the manufacturer, producer, or seller, ir~ 
respect to the manufacture, production, or sale of the merchandise, 
which have been rebated, or which have not been collected, by reason 
of the exportation of the merchandise to the United States." (Em 
phasis added.) The "adding back" of such taxes under the Antidump 
ing Act would have the effect of reducing or eliminating any dumping 
margins that may exist. The language of the Antidumping Act "in 
respect to the manufacture, production or sale of the merchandise" is 
somewhat broader than the standard applied to tax rebates under the 
countervailing duty law (directly related to the exported products or 
its components) and could result in inconsistency of treatment of tax 
rebates under the two laws.

The third amendment would assure that imported merchandise bene- 
fitting from tax rebates which the Secretary has already determined 
to be a bounty or grant, and thus subject to countervailing duties would 
not be unfairly penalized by subjecting them to antidumping duties 
as well by reason of the same tax rebates.
4. Exporter's Sales Price

Subsection (c) also makes three amendments to section 204 cf the 
Antidumping Act dealing with exporter's sales pric/j.

The first amendment adds a fifth item to the list of those costs, 
expenses, or taxes which must be subtracted, from the resale price in 
the United States to an unrelated purchaser in the computation of 
exporter's sales price. This amendment provides that whenever mer 
chandise subject to an antidumping investigation or finding is im 
ported by a person or corporation related to the exporter, i.e., an ex 
porter's sales price situation, and the merchandise, is changed by fur 
ther process or manufacture so as to remove it from the class or kind 
of merchandise involved in the proceeding before it is sold to an unre 
lated purchaser, such merchandise will not escape the purview of the 
law, but appropriate adjustments for the value added will be made to 
arrive at an exporter's sales price. The amendment will codify exist 
ing Treasury Department regulations on the subject and eliminate 
any question concerning the scope or intent of the Act to reach such 
merchandise which has been further processed or manufactured.

The second and *hird amendments are identical to the amendments 
of section 203 of the Act concerning the treatment of certain tax re 
bates or remissions in th? computation of purchase price, and would 
apply these same standards in t!ie computation of exporter's sales 
price.

CHAPTER 3.—COUNTERVA1LING DUTIES
SEC. m AMENDMENTS TO SECTION 303 OF THE TARIFF ACT OF 1930.

This section effects four major changes in the present counter 
vailing duty statute:

(1) it provides for the application of countervailing duties to 
duty-free imports;
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(2) it requires a determination of material injury by the 
Tariff Commission for the application of countervailing duties to 
duty-free imports, for so long as such a determination is required 
by international obligations;

(3) it provides that the Secretary of the Treasury must deter 
mine within one year if a bounty or grant is being paid or 
bestowed; and

(4) it provides discretionary authority for the Secretary to 
bar the application of countervailing duties in any particular 
case if he determines that such action would be detrimental to 
United States economic interests, or that existing quantitative 
limitations are an adequate substitute for the imposition of count 
ervailing duties.

7. Application to Duty-Free Goods
Subsection 303 (a) (1) as amended removes the restriction on the 

application of countervailing duties to dutiable merchandise only, 
thereby making the law applicable also to duty-free merchandise. Any 
articles entered or withdrawn from warehouse free of duty as a result 
of preferential treatment granted under Title IV shall be considered 
nondurable for the purpose" of imposing countervailing duties. Sub 
section (a) (2) provides that countervailing duties may be assessed on 
duty-f ree merchandise only if the Tariff Commission makes an affirm 
ative determination of material injury concerning the merchandise 
pursuant to subsection (b) (1).

This injury requirement will apply only so long as such a determi 
nation is required by the international obligations of the United 
States, i.e., under the GATT. A principal reason why this requirement 
is being introduced is that the GATT requires an injury determination 
generally in countervailing duty cases but the United States prior 
countervailing duty law was in existence at the time GATT was cre 
ated and the absence of an injury requirement falls under the "grand 
father clause" of the Protocol of Provisional Application. The question 
of injury requirements in United States and other countervailing duty 
statutes is currently under consideration in the GATT. The purpose 
of this statutory provision is to comply with the technical require 
ments of the GATT without prejudicing the positions that the United 
States may finally take on this question.
2. Injury Determination

Subsection (b) provides that whenever the Secretary of the Treasury 
has determined that a bounty or grant is being paid, or bestowed on 
duty-free merchandise, the Tariff Commission must conduct an in 
vestigation to determine whether a United States industry is being or 
is likely to be materially injured, or is prevented from "being estab 
lished, due to imports of such merchandise. Subsection (b) also requires 
the suspension of liquidation of all such articles jn or after the 30th 
day after the date or publication in the Federal Register of the Secre 
tary's determination that a bounty or grant is being paid or bestowed. 
If the decision of the Commission is in the affirmative, countervailing 
duties will be assessed; a negative determination would terminate the 
proceedings. This procedure closely parallels the procedures followed 
under the Antidumping Act witn respect to the determination of 
injury.



3. Public Notices
Subsection (a) (4) codifies present practice under Treasury Depart 

ment regulations by providing for the publication in the Federal 
Register of a notice of the initiation of a countervailing duty investi 
gation whenever the Secretary concludes that a formal investigation 
is warranted. Subsection (a) (5) requires that all determinations by 
the Secretary and by the Tariff Commission under the law be pub 
lished in the Federal Register, as under present practice.
4. Time Limitations

Subsection (&) (1) adds the requirement to existing law that the 
Secretary of tne Treasury must determine,' within 12 months after 
the date on which the question is presented to him, whether any bounty 
or grant is being paid or bestowed. Subsection (a) (4) provides that 
the 12-month time limit on the investigation by the Secretary will 
begin from the date the notice of the initiation of a countervailing 
duty investigation is published in the Federal Register.

Subsection (c) requires the .application of countervailing duties 
on dutiable or duty-free merchandise on or after the 30th day 
after the date of publication in the Federal Register of the 
Secretary's determination that a bounty or grant is being paid or be 
stowed. In the case of duty-free merchandise, such duties will only 
be assessed following an affirmative injury determination by the Tariff 
Commissionj but win be effective as or the date of suspension of liqui 
dation, provided for in subsection (b).

Subsection (a) (3) makes no change in existing law which provides 
for a determination or estimate by the Secretary of the net amount of 
each bounty or grant. Subsection (a) (5) repeats the requirement un 
der existing law that the Secretary make regulations necessary to 
identify articles and to assess and collect duties under section 303.

Subsection (c) provides that the amendments made by section 330 
(a) take effect on the date of the enactment of this Act, except that 
the last sentence of section 303 (a) (1) (requiring that determination 
of the existence of a bounty or grant be made within 12 months after 
the question is presented) shall apply only to questions regarding 
bounties presented on or after such date of enactment.
5. Discretionary Authority

Subsection (d} provides that the imposition of countervailing duties 
shall not be required in any case where the Secretary determines, after 
seeking information and advice from other agencies, that the imposi 
tion of such duties would result or be likely to result in significant 
detriment to the economic interests of the United States, or that an 
existing quantitative limitation is an adequate substitute for the impo 
sition of countervailing duties.

CHAPTER 4.—UNFAIR PRACTICES IN IMPORT TRADE
SEC. 350. AMENDMENTS TO SECTION 337 OF THE TARIFF ACT.

Under section 337 of the Tariff Act. the President has discretion to 
direct t^e issuance of an exclusion order against articles concerned in 
unfair methods of competition, on the basis of a Tariff Commission in 
vestigation and report that the statutory criteria have been met.
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The major change made by this chapter is to limit section 33? to r**- 
ent infringement. A companion statute will authorize the Federal 
Trade Commission; to investigate and regulate other unfair methods of 
competition.

Under section 337, as emended by section 350 of. this Act? the Tariff 
Commission will direct the issuance of exclusion orders in cases of 
patent infringement and the President will not make any determina 
tions. However, in those cases in which the validity or enforceability 
of the complainant's patent is being litigated in the Federal Courts, the 
Commission will permit imports under bond, payable to the patentee, 
pending A final determination by the courts.
1. Patent Infringement Declared Unlawful

Subsection (a) provides that the importation of articles into the 
.United States which infringe a United States patent is unlawful, and 
when such infringement.is found by the Tariff Commission to exist, 
it shall be dealt with as provided under this section and any other 
provisions of law. This section no longer requires a showing of injury 
to, or prevention of the establishment of, an industry, nor does it 
require that the industry in question be economically and efficiently 
operated. Section 337 (a) of the Tariff Act (19 U.S.C. 1337a), which 
is not amended, provides that the importation of a product made, 
produced, or processed under or by me'ins of a process covered by the 
claims of a 'letters patent, shall 'navo the same status for purposes 
of section 317 as tine importation oi' a product which infringes a 
patent.
& Investigations by the Commission and Exclusion Orders

Subsection (b) provides that the Commission is authorized to inves 
tigate any alleged violation on complaint under oath or upon its own 
initiative. The burden of establishing a prima facie showing of an 
alleged violation shall be on the complainant, or on the Commission 
if it investigates on its own initiative. Subsection (c) provides that 
whenever the Commission finds the existence of the violation described 
hi subsection (a), it shall order that the articles concerned be ex 
cluded from entry into the United States and the Secretary of the 
Treasury shall enforce any such order.
8. Deferral to Courts on Patent Validity

Subsection (c} further provides that whenever patent validity is 
challenged by the respondent and a bona fide challenge to patent 
validity is either pending in a suit or the respondent files such a suit, 
or pateiit misuse is claimed by the respondent and a bona fide claim 
of misuse is pending in a court action and the court's decision would 
be dispositive of the issue, the Tariff Commission shall continue its 
proceedings on all other issues. If the Commission finds favorably 
to the patentee, it will issue an exclusion order conditional on the 
results of the coart proceedings. In any such case, imports will be 
permitted under a bpn$, in favor of the patentee, in an amount appro 
priate to protect his asserted rights.
4. Termination of Exclusion Orders

Subsection (d) provides that any refusal of entry under this section 
shall continue until the patent expires or until the Commission (on its
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own motion or at the request of any interested party) finds that the 
continued exclusion is no longer necessary to prevent the unlawful 
method of competition. Thus, for example, if the infringer becomes 
a licensee of the domestic patentee, the parties could request the 
Commission to rescind the exclusion order.
5. Issuance of Temporary Exclusion Orders

Subsection (e) authorizes the Tariff Commission to issue 
temporary exclusion orders pending the completion of its full inves 
tigation if a prima facie showing of a violation has been established, 
and if immediate and substantial harm to the patentee would result 
if a temporary order were not issued. In such cases, however, imports 
will be permitted under a bond in favor of the patentee.
6. Public Hearings

Subsection (f) provides that public hearings shall be held in con 
nection with investigations under this section and that a transcript 
shall be made.
7. Judicial Review

Subsection (g) authorizes any person adversely affected by an 
action of the Commission to secure judicial review in the United 
States Court of Customs and Patent Appeals, If the court decides 
to stay the issuance of an exclusion oraer, it shall provide for the 
imposition of a bond in favor of the patentee to protect his rights 
pending determination of the appeal.
8. Definitions

Subsection Hi) provides, as under existing law, that the term 
"United States'' includes all possessions of the United States except 
the Virgin Islands, American Samoa, and the Island of Guam.

TITLE IV.—INTERNATIONAL TRADE POLICY
MANAGEMENT

The purpose of this title is to provide certain permanent authorities 
to the President which enable more flexible tools for the management 
of trade policy.

Section 401 grants explicit and more flexible authority than under 
existing legislation for the President to impose or liberalize restric 
tions on imports to deal with serious balance-of-payments problems.

Section 402 permits the United States to exercise fully its GATT 
rights and obligations. It provides the President authority at least 
as extensive as nis authority under trade agreements, and authority 
to maintain trade agreement rates in the absence of a trade agreement.

Section 403 provides permanent authority for the President to 
negotiate and implement trade agreements of limited scope.

Section 404 provides permanent authority for the President to 
compensate foreign countries for increases in'United States import 
restrictions.-

Section 405 provides authority for the President to reduce import 
restrictions temporarily for the purpose of restraining inflation.

Section 406 requires the reservation of certain articles from reducr
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tions in duties cr. other import restrictions during the course of trade 
negotiations.

Section 407 requires the application of trade agreement concessions 
on a most-favored-nation basis unless a deviation is specifically 
authorized.

Section 408 provides authority for the President to terminate at any 
time actions to implement trade agreements.

Section 409 provides that all trade agreements are subject to termi 
nation or withdrawal at the end of a specific time period.

Section 410 provides for public hearings in connection with certain 
actions under this title.

Section 411 authorizes annual appropriations to the GATT.
SEC.4W. BALANCE OP PAYMENTS AUTHORITY.

Section 401 provides the President with explicit and more flexible 
authority than under existing legislation to impose one or more special 
import measures for a period he deems necessary to deal with the 
United States balance-of-payments position in specific situations:

(1) To impose a temporary import surcharge and/or temporary 
quantitative limitations on imports in the case of a serious United 
States balance-of-payments deficit, or to cooperate in correcting 
an .international balance-of-payments disequilibrium.

(2) To reduce temporarily or suspend duties and/or import 
limitations or other restrictions in the case of a persistent balance- 
of-payments surplus.

The-President may suspend, modify, or terminate, in whole or in 
part, any action under this section at any time, consistent with the 
provisions of the section. .
/. Balance-of-Paymente Deficit or International Disegwlibrium

In the case of a serious United States balance-of-payments deficit, 
or with respect to cooperative efforts to correct an international bal- 
ance-.of-payments disequilibrium, subsection (a) authorizes the Pres 
ident to impose a temporary surcha *ge in the form of duties on any 
dutiable or duty-free articles, and/or to limit temporarily imports 
of such articles through the use of quotas. Quotas may be imposed 
if this type of measure is contemplated as a, legitimate instrument to 
deal with balance-of-payments problems by international agreements 
to which the United States is a party. This section does not require 
approval of any kind of the use in a particular instance of these 
measures by the United States for balance-of-payments purposes.

United States cooperation in correcting a fundamental international 
balance-of-payments disequilibrium as reflected in payments posi 
tions of other countries is authorized when allowed or recommended 
by the IMF. Multilateral cooperation could Liclude, for example, the 
implementation of joint actions to restrict importa from a country 
running large and consistent surpluses if that country refuses to take 
measures to ameliorate th© payments disequilibrium.

The criteria under subsection (b) for the President determining 
that a serious Balance-of-payments deficit exists for purposes of this 
section are a substantial deficit hi the United States oalance-of-jay- 
ments over a period of four consecutive calendar quarters, or a serious 
decline in. the United States net international monetary reserve po-
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sition, or a significant alteration in the foreign exchange value of the 
dollar, and the expectation that one or more of these conditions would 
continue in the absence of corrective measures. A substantial bal 
ance-of-pavments deficit will be based on an average of four con-* 
secutive calendar quarters. A serious decline in net international mone 
tary reserves will be based on a worsening of the United States po 
sition in absolute terms. The use of this authority with respect to 
a significant change in the exchange rate of the. dollar applies ta 
situations in which a temporary surcharge might be a more appro 
priate measure than permitting an immediate depreciation in the 
exchange rate of the dollar. This provision is not intended, however, 
to provide authority to alter trends in foreign exchange rates.

Subsection (c) sets forth the principle that an import surcharge be 
applied on a most-favored-nation basis, and quotas be applied on a 
basis which shall aim at a distribution of trade approaching that which 
foreign countries might expect in the absence ox quotas. However, the 
President may act inconsistently with these principles if necessary to 
achieve the objectives under this section. In determining what action 
to take, the President must consider tha relationship of such actions to 
United States international obligations.

Subsection (d) provide;? that actions taken under this balance-of - 
payments provision must be applied uniformly to a broad range of 
imported products. However, the President may exempt certain arti 
cles or groups of articles because of the needs of the United States 
economy relating to such factors as the unavailability of domestic 
supply at reasonable prices and the necessary importation of raw mate 
rials. This authority would permit the nonapplication of an import 
surcharge to duty-free imports, for example. The authority to imple 
ment import restricting measures or to exempt particular products 
from such measures cannot be used for the purpose of protecting in 
dividual domestic industries from import competition.

Subsection (e) provides that if the President exercises his authority 
to impose quotas, imports of the articles cannot be limited to a level 
less than the quantity or value imported during the most recent period 
which the President determines to he representative. Since the quotas 
are for balance-of-payments purposes and not designed to alter trends 
in the growth of imports of particular products, any increase since 
the end of the representative period in the domestic consumption of 
the articles and of like 'or similar articles must aleo be taken into 
account.
& Balance-of-Payments Surplus

The criteria for the President determining that a persistent balance- 
of-payments surplus exists for purposes of this section are a substan 
tial surplus in the balance -of-payments over four consecutive calendar 
quarters, large increases in United States international monetary re 
serves in excess of needed levels, or significant appreciation in the 
exchange value of the dollar, and the expectation that one or more 
of these conditions will continue in the absence of corrective measures.

As in the case of a balance-oi'-payments deficit, a substantial surplus 
will be determined on the basis of an average of four consecutive cal 
endar quarters. Large increases in monetary reserves will be measured 
in absolute terms. Significant appreciation in the exchange rate of the



93

dollar applies to those situations where the exercise of the authority to 
reduce or suspend tariffs or other import restrictions would be prefer 
able to an increase in the value of the dollar which might otherwise 
be required. It would not be used to oppose long term trends in foreign 
exchange markets.

la the case of a persistent balance-of-payments surplus, subsection 
(u) authorizes the President to reduce or suspend temporarily tariffs 
or other import restrictions. Subsection (f) stipulates that such actions 
must be applied on a most-favored-nation basis. However, the Presi 
dent shall not apply this authority to any product where he determines 
such action would cause or contribute to material injury to domestic 
firms or workers, impair the national security, or be otherwise contrary 
to the national interest.

SEC. 402. WITHDRAWAL OF CONCESSIONS AND SIMILAR ADJUSTMENTS.

The primary purpose of section 402 is to permit the United States 
to exercise fully its rights and obligations under the GA.TT and other 
trade agreements, and to make the President's domestic authority at 
least as extensive as his authority under trade agreements. This section 
provides the President authority to withdraw, suspend, or terminate 
concessions pursuant to United States rights under trade agreements 
and, equally important, the authority to maintain trade agreement 
concession rates in the absence of a trade agreement. This authority 
enables the President to exercise the same rights as other countries 
have with respect to trade agreements, thereby providing additional 
flexibility and leverage in international negotiations.
/. Withdrawal, Suspension, or Termination of Concessions

Subsection (a) authorizes the President to give domestic legal effect 
to the withdrawal or suspension of concessions to any foreign country 
or to the termination of a trade agreement, in order to exercise United 
States rights or obligations under trade agreements. For this purpose 
the President may increase duties or other import restrictions, impose 
additional restrictions, or take other actions to withdraw, suspend, or 
terminate, in whole or in part, the application of the trade agreement 
to the extent and for such time as necessary or appropriate. These 
actions may be applied on other than a most-favored-nation basis only 
to the extent such action is not inconsistent with United States inter 
national obligations.

As provided under subsection (c), however, the President may not 
increase a duty to a rate more than 50 percent ad valorem (or ad 
valorem equivalent) or more than 50 percent above the Column 2 rate, 
whichever is greater. For example, the trade agreement rate of duty 
currently applied to automobiles is 3 percent and the Column 2 rate is 
10 percent. If the United States withdrew its obligations to apply the 3 
percent rate, the President could increase the rate to any level up to 50 
percent ad valorem.

If, for example, the United States withdraws a tariff concession 
made to a particular country under GAIT Article XXVIII, the 
President could effect a corresponding increase in a limited States rate 
of duty. This authority might also be used in cases where the United 
State,'? is owed compensatory tariff reductions as a. result of a foreign 
country imposing import restrictions on United States goods for valid

95-H6 O - 73 - 7
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reasons, e.g., balance-of-payments needs (Article XII), to remedy 
domestic injury (Article XIX), or under its renegotiation rights 
(Article XXVIII). If this compensation is not forthcoming or is 
judged inadequate, the President is authorized to increase duties or 
other import restrictions to restrike the balance of concessions.
8. Maintaining Rates After Termination of a Trade Agreement

Subsection (b) provides the President authority to maintain ex 
isting levels of duties or other import restrictions even after a trade 
agreement is terminated. The issue of maintaining existing rates when 
a trade agreement is terminated became a potential problem, for ex 
ample, in the case of tariffs on petroleum when Venezuela announced 
its intention to terminate its bilateral trade agreement with the United 
States. Had this happened, the tariff to be applied arguably could 
have been the much Higher, pre-agreement rate. Existing domestic law 
(section 251 of the Trade Expansion Act) would have required this 
rate to be applied on a most-favored-nation basis. In that type of situa 
tion, administrative control over United States tariff rates could be 
lost, with foreign actions potentially determining United States rates 
of duty.
SEC. 403. RENEGOTIATION OF DUTIES.

The section provides permanent authority to negotiate and imple 
ment supplemental trade agreements with foreign countries of a lim 
ited scope for the purpose of making adjustments to deal with changed 
circumstances while maintaining an overall balance of concessions 
under existing agreements. The authority permits the President to 
negotiate agreements of a limited nature even after expiration of his 
basic negotiating authority provided under section 101.

Subsection (a) provides the President authority to enter into agree 
ments with foreign countries at any time to modify or continue any 
existing duty, to continue existing duty-free or excise treatment, or 
to impose additional duties. This authority could be used to eliminate 
tariff discrepancies and anomalies that exist on certaiu products with 
Canada, for example.

Under subsection (b) duty reductions or the continuation of duty- 
free treatment under such agreements cannot affect more than two per 
cent of the total value of United States imports during the most re 
cent twelve-month period. Moreover, the same articles cannot be 
subjected to a second agreement under this section within a five-year 
period. The subsection envisions the staged implementation of duty 
reductions, for example, over a five-year period, if appropriate.

Subsection (c) limits duty reductions under this authority to a cut of 
20 percent from existing duty levels. (Authority for duty reductions 
granted as compensation for increases in United States import restric 
tions is contained in section 404.) Subsection (c) also sets a ceiling 
on duty increases under this authority to not more than 50 percent 
above the Colume 2 rate or 50 percent ad valorem, whichever is greater.
SEC.4W. COMPENSATION AUTHORITY.

The purpose of this section is to provide the President with perma 
nent authority to compensate foreign countries for increases in United 
States tariffs or other import restrictions, in order to maintain the level 
of reciprocal and mutually advantageous concessions. Domestic author-
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ity to'reduce duties for purposes of compensation under section 201 of 
the Trade Expansion Act expired on June 30,1967.

Section 404 requires the President to afford an opportunity, to the 
extent required by international obligations, for foreign countries af 
fected by import restrictions imposed by the United States to consult 
with the United States with respect to concessions as compensation. 
This provision confirms the President's existing authority. This section 
also grants the President discretionary authority to enter agreements 
with such countries to grant new concessions in the form of modifica 
tion or continuation of any duty or continuation of existing duty-free 
or excise treatment to the extent he determines necessary or appiopri- 
ate to maintain a general level of reciprocal and mutually advantageous 
concessions.

Subsection (c) limits duty reductions to not more than 50 percent 
below the existing rate. This limitation does not apply to duties of 5 
percent ad valorem (or ad valorem equivalent) or below. The President 
could stage such duty reductions if appropriate.

The principal use of this authority is likely to be in cases where the 
President has provided import relief pursuant to section 203. In such 
cases, the United States is required by GATT Article XIX to consult 
with foreign countries having an interest r s exporters of the products 
concerned. If a satisfactory arrangement is not made, i.e., if compen 
sation is not forthcoming, countries adversely affected have the right 
under GATT to restrike the balance of concessions by increasing or 
imposing equivalent new barriers on United States exports. If, on the 
other hand, the President can offer corresponding or offsetting tariff 
reductions on other articles, the balance of concessions can be restored 
without damaging United States exports.

This au+hority is also required for actions taken pursuant to sec 
tion 402, ijr example, if the United States unilaterally withdraws 
tariff concessions under GATT Article XXVIII. The authority could 
also be used in cases where the President has retaliated on a most- 
favored-nation basis against unfair trade practices under section 301 
and compensation is owed to those countries which have suffered the 
incidental effects of retaliation aimed at a single country.

This compensation avJiority may also be used in connection with 
actions taken under section 403 to increase United States tariffs or 
other import restrictions. One example would be where the United 
States and another country agreed that some United States tariffs 
would be lowered and others raised (as part of a package in which 
that country makes reciprocal concessions or rate increases), third 
countries adversely affected by the duty increases would have a right 
to demand compensation and, in lieu thereof, to retaliate against United 
States exports.
SEC. 405. AUTHORITY TO SUSPEND IMPORT BARRIERS TO RESTRAIN 

INFLATION.
Section 405 provides the President authority to temporarily reduce 

import barriers as a means to restrain inflation.
1. President's Authority

Subsection (a) authorizes the President, during a. period of sus 
tained or rapid price increases, to reduce or suspend duties and in-
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crease the level of imports which may enter under other import restric 
tions on any article or group of articles on a temporary basis, if he 
determines that supplies of such articles tire inadequate to meet do 
mestic demand at reasonable prices. There is no limitation on the 
amount of the decrease in duty or increase in quota levels which the 
President may auhorize. Subsection (c) provides that the President 
may modify or terminate, in whole or in part, any action taken under 
subsection (a), to die extent consistent with the purposes and limita 
tions of this section.

Subsection (d) requires the President within 30 days of the taking 
of any action under this section to notify both Houses of Congress of 
the nature and reason for such action.
2. Limitations on Authority

Subsection (b) stipulates that tho President shall not exercise the 
judgment, such, action would cause or contribute to material injury 
to nms or workers in any domestic industry, impair the national 
security, or otherwise be contrary to the national interest.

Subsection (b) further .provides that actions taken under subsec 
tion (a) shall not affect more thun 30 percent of the estimate i total 
value of United States imports of all articles during the time the ac 
tions are in effect. Subsection (e) limits the duration of any action 
taken under this section to one year, unless a .jnger period is specifi 
cally authorized by law.
SEC. 406. RESERVATION OF ARTICLES FOR NATIONAL SECURITY OR 

OTHER REASONS.
Subsection 406(a) directs the President to exclude any article from 

any action under this Act which would involve the reduction or elimi 
nation of any duty or other import restriction if he determines such 
action would threaten to impair the national security. This subsec 
tion parallels section 232 (a) of the Trade Expansion Act which au 
thorizes the President to exclude for reasons of national security any 
articles from actions taken pursuant to section 201 (a) of the Trade 
Expansion Act or section 350 of the Tariff Act of 1930. Section 232 
of the Trade Expansion Act is not repealed by this Act.

Subsection (b) requires the President tc reserve any article from 
negotiations or actions contemplating the r iduction or elimination of 
a duty or other import restriction under Ti ,k I or under sections 403, 
404, and 405 on which there is in effect any import relief measures 
under section 203 of this Act or section 351 of the Trade Expansion 
Act, or any national security action under section 232 of the Trade 
Expansion Act. This portion of subsection (b) is identical to section 
225 (a) of the Trade Expansion Act, except that the principles apply 
to actions under Title IV as well as to fire-year trade agreements 
authority.

Subsection (b) also permits the President, as under section 225 (c) of 
the Trade Expansion Act, to reserve any other article from such nego 
tiations under Title I and IV as he determines appropriate. In making 
such determinations the President shall take into consideration the 
information and advice provided by the Tariff Commission under 
section 111 (b) where available, advice from D .-.partments under section 
112, and the summary of public hearings prc vided under section 113.
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SEC..407. MOST-FAVORED-NATIONPRINCIPLE.
This section is identical in substance to section 251 of the Trade 

Expansion. Act. Except as otherwise provided in this or any other Act, 
any duty or other import restriction or duty-free treatment applied in 
carrying out any action or trade agreement under this or previous Acts 
shall be applied to direct or indirect imports from all foreign coun 
tries. However, certain sections in this Act and prior Acts permit de 
viations from the most-favored-nation principle. For example, certain 
nontariff barrier agreements authorized under section 103 could apply 
onlv to signatories, and generalized tariff preferences granted under 
Tide VI apply only to beneficiary developing countries.
SEC. 408.. AUTHORITY TO TERMINATE ACTIONS.

This section authorizes the President to terminate at any time, in 
whole or in part, any actions taken to implement trade agreements 
under .this or prior Acts. This is identical in substance to prior authori 
ties contained in section 255 (b) of the Trade Expansion Act and 
section 350(a) (6) of the Tariff Act, which are repealed by this Act. 
These provisions authorize the President to terminate, in whole or in 
part, any proclamation made to carry out a trade agreement under 
those Acts. These termination authori*:?s include the lesser authorities 
to terminate for a limited period of time, i.e., to suspend and to term 
inate in part in older to restore, in whole or in part, import treat 
ment existing prior to the implementation of trade agreements.

For example, if trade agreements reduced a tariff rate from the 
statutory rate of 20 percent to 10 percent, the termination or suspen 
sion of the lower rate would put into effect any rate provided.by the 
President above 10 percent, but not exceeding 20 percent ad valorem. 
Similarly, if trade agreements had increased a rate, the suspension 
would result in a new rate being established by the President which 
would not be lower than a rate previously in effect.
TEC, 409. PERIOD OF TRADE AGREEMENTS.

This section is identical in substance to section 255 (a) of the Trade 
Expansion Act. It provides that every trade agreement entered into 
under Title I and IV shall be subject to termination or withdrawal, 
upon due notice, at the end of a period specified in the agreement. 
Tnis period cannot be more than three years from the date on which 
the agreement becomes effective for the United States. If the agreement 
is not terminated or withdrawn from at thi: end of the specified period, 
it shall be subject to termination or withdrawal thereafter upon not 
more than six months' notice.
SEC 410. PUBLIC HEARINGS IN CONNECTION WITH AGREEMENTS UN 

DER TITLE W.
Section 410 requires the President to provide for a public hearing 

prior to the conclusion of any agreement or modification of any duty 
or other import restriction under section 403 ("Renegotiation of Im 
port Sesirietions") or section 404 ("Compensation Authority"). Pub 
lic hearings shall also be held after the President takes any action 
under section 402 ("Withdrawal of Concessions and Similar Adjust 
ments") or section 408 ("Authority to Terminate "Actions") if re 
quested within 90 days after the action.

Section 113 provides for public hearings in connection with trade 
agreements under Title I of this Act.
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SEC. 411. AUTHORIZATION FOR GATT APPROPRIATIONS.
Section 411 authorizes annual appropriations to finance the United 

States contribution to the budget of the GATT. This contribution is 
presently financed from the appropriation made to the Department 
of State entitled "International Conferences and Contingencies."

TITLE V.—TRADE RELATIONS WITH COUN 
TRIES NOT ENJOYING MOST-FAVORED-NA- 
TION TARIFF TREATMENT
The purpose of this title is to authorize the President to enter into 

bilateral commercial arrangements to extend most-favored-nation 
treatment to imports from countries which are currently subject to 
Column 2 rates of duty. The President may also extend most-favored- 
nation treatment to countries which become a party to a multilateral 
agreement to which the United States is also a paity, for example, the 
GATT. The implementation of such agreements or orders is subject 
to a Congressional veto procedure.

The bilateral agreements must be limited to an initial period of nofc 
more than three years, and may be renewable for additional periods, 
each not to exceed three years. The President may at any time suspend 
or withdraw, in whole or in part, the application of most-favored- 
nation treatment. This title also contains a provision designed to pro 
tect domestic industries from market disruption caused by increased 
imports from a country which receives most-favored-nation treatment 
under this title. The President may apply import relief measures put- 
lined in section 203 co the imports from the country causing injury 
without taking action on imports from other countries.

Ir. addition, section 706 of this Act repeals the embargo contained 
in the Trade Agreements Extension Act of 1951 on seven furs and 
skins the product of the Soviet Union or the People's Republic of 
China. The Johnson Debt Default Act, which is described under sec 
tion 507, is also repealed.
SEC. 501. EXCEPTION OF THE PRODUCTS OF CERTAIN COUNTRIES OR

AREAS.
This section replaces section 231 of the Trade Expansion Act. Sub 

section (a) stipulates that except as otherwise provided in this title, 
the President shall continue to deny most-favored-nation treatment to 
products imported from any country or area which are subject to Col 
umn 2 rates of duty on the date of enactment of this Act. Headnote 
3(e), in conformity with section 231 of the Trade Expansion Act, lists 
the countries to which Column 2 rather than most-favored-nation rates 
of duty apply.' Subsection (b) authorizes the President to withdraw 
most-favored-nation treatment from any country when he tleems it 
necessary for national security reasons.
SEC. 502. AUTHORITY TO ENTER INTO COMMERCIAL AGREEMENTS.

Subsection (a) authorizies th« President to enter into bilateral com 
mercial agrtements whic'i woukl provide most-favored-nation treat-

1 Albania. Bulgaria, the People's Republic of China. Cuba. Czechoslovak'.!-. East Ger 
many. Estonia. Hungary, Indochina (any part of Cambodia. Laos, or Vietnam under 
Communist control or domination). North Korea. Kurlle Islands. Latvia. Lithuania. Outer 
Mongolia, Bumanla, Southern Sakhalin. Tanna. Tuva.'.Tibet, and the USSR.
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ment to imports from countries which currently receive Column 2 rates 
of duty, provided such agreements will promote the purposes of this 
Act and are in the national interest. This provision also applies to 
agreements which have already been entered into, such as the agree 
ment with the Soviet Union signed in October 1972.

As provided under subsection (c), the President is authorized to 
implement a bilateral commercial agreement, or an order referred to 
in section 504(a) only if the majority of the authorized membership 
of neither House of Congress adopts a resolution stating their disap 
proval of the agreement within CO days after the President delivers a 
copy of the agreement or order to the Congress.

Subsection (b) enumerates three provisions which the President is 
required to include in a bilateral commercial agreement under this title. 
A bilateral agreement must be limited to an initial period of not more 
than three years. It must also be subject to suspension or termination 
at any time for national security reasons, or not limit the right to take 

. actions to protect security interests. An agreement must also provide 
for consultations to review the operation of the agreement and other 
relevant matters.

The agreement may be renewed .for additional periods, each not to 
exceed three years, if there has been a satisfactory balance of trade con 
cessions maintained, and if the President determines that any actual or 
foreseeable traue agreement concessions by the United States resulting 
from multilateral negotiations are satisfactorily reciprocated by the 
other party to the agreement.
SEC. 503. ADDITIONAL PROVISIONS.

This section lists five provisions which might be included in a bi 
lateral commercial agreement under this title. The list is illustrative, 
however, and does not inhibit the President's discretion to include 
these or any other commercial arrangements. However, the provisions 
shall not be deemed to affect existing domestic legislation. Inclusion 
of a provision listed in this section does not constitute separate domes 
tic authority for any action. Although most of these provisions are 
contained in the trade agreement with the Soviet Union, they would 
not necessarily be included in agreements negotiated with other 
countries.

The bilateral agreements may include arrangements to safeguard 
against domestic market disruption, to protect United States industrial 
rights and processes, trademarks, and copyrights, and to settle com 
mercial disputes, such as the provision in the agreement with the 
Soviet Union for third country arbitration. The agreements may also 
provide arrangements to promote trade, for example, by establishing 
trade and tourist promotion offices, the sending of trade missions, 
and facilitating activities of commercial representatives.
SEC. 504. EXTENSION OF MOST-FAVORED-NATION TREATMENT.

Subsection (a) authorizes the President to extend most-favored- 
nation treatment to imports from any country which has entered into 
a bilateral commercial agreement winch has entered into force under 
section 502. The President may also issue an order extending most- 
favored-nation treatment to a country which has become a party to 
an appropriate multilateral trade agreement to which the United 
States is also a party, such as the GATT, subject to the Congressional
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veto procedure under section 502 (c). The application of most- 
favored-nation treatment shall be limited, however, to the duration 
of the bilateral agreement or to the period both countries are a party to 
a multilateral agreement.

Subsection (b) authorizes the. President at any time to suspend or 
withdraw the application of most-favored-nation treatment extended 
under subsection (a), thereby restoring the applicable Column 2 rate 
of duty on all products imported *'rom the country.
SEX!. 505. MARKET DISRUPTION.

The purpose of this section is to provide more easily satisfied criteria 
for determining whether injury to a domestic industry has occurred 
due to imports from countries which are granted most-favored-nation 
treatment under this tith.

The section provides for a Tariff Commission investigation when a 
petition is filed or otherwise initiated under section 201 with respect 
to imports from countries which receive most-favored-nation treatment 
under this title. The Tariff Commission shall determine whether im 
ports of the article from the country receiving most-favored-nation 
treatment r.re causing or are likely to cause material injury to a domes 
tic industry producing like or directly competitive articles, and 
whether market disruption as defined in section 201 (f) (3) exists with 
respect to these imports.

An affirmative finding by the Tariff Commission shall be treated as 
an affirmative determination under section 201 (b) for purposes of 
providing import relief under section 203. However, the President 
may adjust by means of tariff increases or quotas the imports from the 
country in question without taking action on imports from other 
sources.
SEC. 506. EFFECTS ON OTHER LAWS.

This section requires that the provisions and actions taken under 
this title be reflected periodically in general headnote 3(e) to the 
Tariff Schedules of the United States.

It should be noted that section 706 repeals the prohibition against 
imports of seven furs and skins which are products of the Soviet 
Union or the People's Republic of China. Section 706 also repeals 
the Johnson Act which prohibits individuals, private corporations, 
associations, or partnerships from extending loans or purchasing or 
selling securities to foreign countries which are in default in the pay 
ment of their obligations to the United States. Congress amended the 
Act in 1943 to exempt from its provisions any nation which is a 
member of the "World Bank" and the International Monetary Fund. 
In practice the Johnson Act applies to the Soviet Union and all East 
European countries except Yugoslavia, \yhich is a member of the 
IMF and the "World Bank," and Bulgaria, which is not considered 
in default of its obligations under the Act.

TITLE VI.—GENERALIZED SYSTEM OF 
PREFERENCES

Title VI provides authority to the President for ten years to extend 
generalized tariff preferences to imports from developing countries.
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The basic authority provides for duty-free treatment on articles deter 
mined eligible from beneficiary developing countiies. Preferential 
treatment will not apply to imports of an article from a particular 
developing country if that country supplies 50 percent of the total 
value of United States imports or $25 million of the article to the 
United States during a representative period, unless the President 
determines that non-application of preferential treatment would not 
be in the national interest.

The authority applies specifically to semi-manufactures or manu 
facturers but selected other products may also receive preferential 
treatment. Articles will be determined eligible under the procedures 
applicable to the negotiation of a tariff concession, including public 
hearings and a Tariff Commission investigation to determine the 
anticipated impact on domestic producers. Preferences cannot be 
granted on articles which are or subsequently become subject to import 
relief measures or national security actions.

The President may modify, withdraw, suspend or limit preferential 
treatment at any time on any article or to any country, but he cannot 
establish an intermediate preferential duty between zero and the most- 
favored-nation rate. With respect to affirmative Tariff Commission 
findings of import injury on eligible articles, the President may ter 
minate the preferential treatment without raising the most-favored- 
nation rate.

Preferences cannot be granted to countries which do not receive 
most-favored-nation treatment, or to any country which grants pref 
erences to other developed countries ("reverse1 preferences) unless 
the country provides satisfactory assurances that it will eliminate such 
preferences before January 1, 1976. The President is required to 
suspend or withdraw preferences from countries which fail to termi 
nate reverse preferences by this date and from countries which cease 
to receive most-favored-nation treatment.
SEC. 601. PURPOSES.

Section 601 sets forth the purpose of this title, namely to promote 
the United States national interest by enabling the United States to 
participate with other developed countries in granting generalized 
tariff perferences on imports from developing countries. Tariff prefer 
ences would apply mainly to imports of semi manufactured and manu 
factured products from developing countries. The purpose of the 
generalized system of tariff preferences is to encourage the economic 
development of developing countries through increased access to the 
markets of developed countries.
SEC, 602. AUTHORITY TO EXTEND PREFERENCES.

This section authorizes the President to provide duty-free treatment 
for any eligible article designated under section 603 imported from 
any developing country which qualifies as a beneficiary under section 
604. This authority constitutes a specific exception to the most-favored- 
nation principle under section 407 of this Act.

In addition to the restrictions imposed by sections 603 and 604, the 
President is required before taking such action to have due regard for 
the purpose of this title outlined in section 601, the anticipated impact 
of tariff preferences on domestic producers of competitive products, 
and the extent to which other major developed countries are making
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a comparable effort to assist developing countries through generalized 
tariff preferences.

The granting of generalized non-discriminatory preferential treat 
ment by developed countries to exports of developing countries is au 
thorized under the GATT in the form of a waiver of the most-favored- 
nation provision in Article I, under the terms of Article XXV. The 
waiver recognizes that generalized preferences dp not constitute an 
impediment to most-favored-nation tariff reductions, and notes the 
view of developed countries that generalized preferences are tempo 
rary in nature and do not constitute a binding commitment. The 
waiver includes arrangements for the notification and review of any 
generalized tariff preference schemes and consultation procedures if 
such preferences appear to unduly impair trade benefits under the 
GATT to any member.
SEC. 603. ELIGIBLE ARTICLES.

Section 603 outlines the proof lures and criteria for determining 
products which may be eligible for duty-free preferential treatment 
under this title.

Subsection (a) requires that, prior to granting duty-free treatment 
under section 602 on any article, the President must publish and fur 
nish to the Tariff Commission a list of articles which may be designated 
eligible articles for this purpose. The procedures specified in sec 
tions 111 through 114 must be followed prior to granting preferential 
treatment, including a Tariff Commission investigation to determine 
the anticipated effect on domestic industry, and public hearings. The 
list of articles under consideration for eligibility may be revised from 
time to time. It should be noted that the title itself does not contain 
a list of excepted articles or other restrictions on the application of 
preferences to specific articles, except as provided under subsection (c).

Subsection (b) requires that eligible articles be imported directly 
from a beneficiary developing country in order to qualify for 
duty-free entry. In addition, the sum of the cost or value of materials 
produced in a beneficiary developing country plus the direct costs of 
processing operations performed in a beneficiary developing country 
shall equal or exceed the percentage of the appraised value of the arti 
cle at the time of its entry into the United States which the Secretary 
of the Treasury prescribes by regulation. The percentage shall be 
uniform for all products and all countries. The Secretary will also 
determine what constitutes "direct costs" of processing operations 
performed in a beneficiary developing country, including the treat 
ment of executive compensation, and will establish regulations 
governing direct importation.

Subsection (c) prohibits the President from designating as eligible 
any article which is subject to any import relief measures under other 
Acts or section 203 of this Act, or which is subject to national security 
action under section 232 of the Trade Expansion Act. It further pro 
vides for the automatic withdrawal of preferential treatment on any 
article which subsequently becomes subject to import relief or national 
security actions under this or other Acts. The President may redesig- 
nate articles as eligible when such actions cease to apply.

Subsection (d) authorizes the President, in acting on an affirmative 
finding from the Tariff Commission of injury on an eligible article
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under section 201, to terminate the preference (restore the most- 
favored-nation rate of duty) to beneficiary developing countries, in 
lieu of any change in the most-favored-nation rate applied to non- 
beneficiary countries or any other import relief action permitted under 
section 203 in response to such a finding.
SEC. 604. BENEFICIARY DEVELOPING COUNTRY.

This section outlines criteria for determining which developing 
countries may be beneficiaries of duty-free preferential treatment on 
eligible articles.

Subsection (a) permits the President to designate any country a 
beneficiary developing country, except countries which are specifically 
ineligible under subsection (b). The President must take into account 
five considerations in making the designation: (1) the purpose of the 
title outlined in section 601; (2) whether the country has indicated its 
desire to be designated a beneficiary; (3) the level of economic devel 
opment of the country; (4) whether other major developed countries 
are extending generalized tariff preferences to the country; and (5) 
whether the country has expropriated the property of United States 
nationals in violation of international law. No one of these considera 
tions is individually controlling on the President.

Subsection (b) stipulates that no country which is not receiving 
most-favored-nation treatment can be designated a beneficiary of 
preferential treatment. It further provides that no country which 
grants tariff preferences on products of other developed countries may 
receive preferences unless the country provides satisfc-tlory assurances 
to the President that it will eliminate these "reverse" preferences ba- 
fore January 1,1976.
SEC. 605. LIMITATIONS ON PREFERENTIAL TREATMENT.

Subsection (a) provides the President authority to modify, with 
draw, suspend, or limit at any time the application of preferential 
treatment on any product or with respect to any country. In taking 
such action, the President shall consider the f actors outlined in section 
602 and the criteria for designating beneficiary countries in section 
004(a). The President cannot, however, establish an intermediate 
preferential rate of duty (between zero and the most-favored-nation 
rate) on any article.

Subsection (b) requires the President to withdraw or suspend pref 
erential treatment from any country which ceases to receive most- 
favored-nation treatment, and from any country which has not or will 
not eliminate preferences granted to other developed countries before 
January 1,1976.

Subsection (c) provides that duty-free preferential treatment shall 
not apply to a particular article from a particular beneficiary develop 
ing country if that country has supplied 50 percent of the total value 
or over $25 million of United States imports of the article on an annual 
basis over a representative period. The President is not required to 
withdraw or suspend preferential treatment under this subsection, 
however, if he determines such action would not be in the national 
interest. The specific criteria in this "competitive need'* formula repre 
sent a maximum cutoff point which does not preclude the President 
from withdrawing or suspending preferential treatment in cases where 
a developing country supplies a smaller amount or percentage of
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United States imports of the article The President may restore pref 
erential treatment at a subsequent date under his basic authority to 
extend preferences provided in section 602.

This "competitive need" formula is designed to provide an express 
basis for the withdrawal or suspension of preferential treatment in 
those cases where it can no longer be justified on grounds of promoting 
the development jf an industry in a particular developing country. 
This authority also enables the President to withhold the initial grant 
ing of preferential treatment to a particular developing country which 
has already demonstrated its competitiveness in a particular article. 
It is not intended that this authority be used as an additional import 
relief measure for individual domestic industries.

Subsection (d) provides that tariff preferences granted under this 
title will not affect duties on coffee imported into Puerto Rico im 
posed by the legislature of Puerto Rico under the authority of the 
Tariff Act of 1930, as amended.
SEC. 606. DEFINITIONS.

For the purposes of this title, "country" is defined to include depend 
ent territories, areas (regions of countries not designated as such for 
purposes of the title), and associations of countries. It also includes an 
insular possession or trust territory of the United States. The President 
will determine which countries will be treated as "developed coun 
tries," taking into account their per capita gros>s national product, 
living standards, and other appropriate economic factors. "Major 
developed countries" are defined as OECD member countries which 
account for a significant percentage of world trade.
SEC. 607. EFFECTIVE PERIOD OF PREFERENCES.

Preferential treatment granted under this title must be terminated 
after ten years or after December 31,1984, whichever is earlier, unless 
an extension is authorized by Congress.

TITLE VII.—GENERAL PROVISIONS
SEC. 701. AUTHORITIES.

Although the President has general authority to delegate functions 
under section 301 of Title 3, United States Code, subsection (a) 
makes clear the full power of the President to delegate his authority 
under this Act to the heads of appropriate agencies.

Subsection (b) is identical to section 401 of the Trade Expansion 
Act, except that it omits the reference to rates of compensation for ex 
penses incurred by individuals. It provides authority to the head 
of any government agency to delegate any of his functions under 
this Act to the head of any other agency; to prescribe rules and regula 
tions, and to procure, temporary or intermittent services of experts, 
consultants, or organizations to the extent necessary to perform func 
tions under this Act, subject to certain standard conditions.
SEC. 702. REPORTS.

This section revises section 402 of the Trade Expansion Act to cor 
respond to the changes made in this Act.

Subsection (a) provides for an annual report to the Congress by 
the President on the trade agreements program and on import relief
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and adjustment assistance to workers. The report shall include, for 
example, information relating to new trade negotiations and changes 
made in duties, nontariff barriers and other distortions of trade; 
extension or withdrawal of most-favored-natipn treatment; actions 
with respect to generalized tariff preferences on imports from develop 
ing countries; and measures taken to obtain the removal of foreign 
trade restrictions on United States exports, and their results.

Subsection (b) provides for a factual report by the Tariff Com 
mission to the Congress on the operation of the trade agreements pro 
gram at least once a year.
SEC. 703. TARIFF COMMISSION.

This section is identical to section 403 of the Trade Expansion Act.
Subsection (a) provides that the Tariff Commission may conduct 

preliminary investigations, determine the scope and manner of its pro 
ceedings, and consolidate its proceedings.

Subsection (b) provides that, in performing functions under this 
Act, the Tariff Commission may exercise any authority granted to it 
under any other Act.

Subsection (c) provides that the Tariff Commission shall keep in 
formed at all times concerning the operation and effect of provisions 
relating to duties or other import restrictions of the United States 
contained in trade agreements.
SEC. 704. SEPARABILITY.

Section 704 is identical to section 404 of the Trade Expansion Act.
It is a standard separability provision designed to insure that the 

invalidity of anj one provision of this Act will not affect the validity 
of the remainder of the Act.
SEC. 705. DEFINITIONS.

This section defines a number of terms used in this Act and is identi 
cal in substance with section 405 and paragraphs (6) and (7) of sec 
tion 256 of the Trade Expansion Act.

Paragraph (1) provides that the term "agency" includes any United 
States agency, department, board, instrumentality, commission, or es 
tablishment, or any corporation wholly or partly owned by the United 
States.

Paragraph (a) defines the term "duty" to include the rate and form 
of any import duty, including tariff rate quotas. Where the modifica 
tion of a rate of duty requires the subdivision of an existing classi 
fication, such subdivision is to be regarded as part of the act of 
modification.

Paragraph (3) defines the term "other import restriction" to include 
a limitation, prohibition, charge, or exaction other than a duty, im 
posed on importation or imposed for the regulation of imports.

Paragraph (4) provides that the term "firm" includes virtually any 
kind of legal entity, such as individual proprietorships, partnerships, 
and joint ventures. This definition is concerned with the legal form 
of "firm" and does not relate to the kind of activity in which the firm 
may be engaged.

Paragraph (5), which is based on section 405(4) of the Trade Ex 
pansion Act, defines the phrase "directly competitive with," for pur 
poses of articles which are subject to a petition for import relief or
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adjustment assistance. The definition encompasses articles competitive 
at an earlier or later stage of processing as well as like articles in the 
same stage of processing. An unprocessed article will be regarded 
as an article at an earlier stage of processing. The term "earlier or 
later stage of processing" contemplates that the article will remain 
substantially the same during various stages of processing and not be 
wholly transformed into a different article.

Paragraph (6) provides that a product of a country or area is an 
article which is the growth, prod ace, or manufacture of such country.

Paragraph (7) makes clear that the term "modification," as applied 
to any duty or other import restriction, includes its elimination.

Paragraph (8) defines the term "existing" without the specifica 
tion of any date, when used with respect to matters relating to enter 
ing into or carrying out trade agreements or other actions authorized 
by this Act, as existing on the day on which such trade agreement 
is entered into or such action is taken. When referring to a rate of 
duty, the term refers to the nonpreferential rate of duty (however 
established, and even though temporarily suspended by Act of Con 
gress or otherwise) existing in Column 1 of the Tariff Schedules 
of the United States on such day.

Paragraph (9) defines the term "ad valorem equivalent" as mean 
ing the ad valorem equivalent of a specific rate, or the ad valorem 
equivalent of the specific rate plus the ad valorem rate in the case 
of combined rates. The ad valorem equivalent will be determined 
by the President on the basis of the value of imports of the article 
during a representative period. In determining the value of imports, 
fhe President shall utilize the standards of valuation under sections 
402 and 402a of the Tariff Act of 1930 applicable to the article during 
the representative period.
SEC. 706. RELATION TO OTHER LAWS.

Subsection (a) amends the second and third sentences of section 
2(a) of the Act to amend the Tariff Act of 1930 (the 1934 trade 
agreements legislation) to continue in effect the relation of trade 
agreements i/o section 336 of the Tariff Act of 1930 (equalization of 
costs of production) and to the third paragraph of section 311 of 
that Act (relating to flour manufactured from imported wheat in a 
bonded manufacturing warehouse).

Subsection (b) is designed to insure the uninterrupted operation 
under section 501 (a) of this Act of any action taken by the President 
under section 231 of the Trade Expansion Act.

Subsection (c) amends section 242 of the Trade Expansion Act 
(Interagency Trade Organization) by changing the references to 
various sections of that Act to- the corresponding sections of this Act.

The following sections of the Trade Expansion Act are repealed 
by subsection (d):

Section 202 (Low-Rate Articles), which is no longer necessary;
Sections 211, 212, and 213 (Special Provisions Concerning the 

European Economic Community) which are no longer necessary;
Sections 221, 222,223, and 224 (Requirements Concerning Negotia 

tions) which are replaced by chapter 2 of title I of this Act;
Section 225 (Reservationx>iArticles from Negotiations), which has 

been replaced by section 406 of this Act;
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Section 226( Transmission of Agreements to Congress), which has 
been replaced by section 122 of this Act;

Section 231 (Products of Communist Countries or Areas), which 
has been replaced by section 501 of this Act;

Section 252 (Foreign Import Restrictions), which has been re 
placed by section 301 or this Act;

Section 253 (Staging Requirements), which has been replaced by 
section 102 of this Act;

Section 254 (Rounding Authority), which has been replaced by 
section 102 (c) of this Act;

Section 255 (Termination), which has been replaced by sections 
408 and 409 of this Act.

Section 256(1), (2), and (3) (Definitions), which have been elim 
inated as being unnecessary;

Sections 301 '*nd 302 (Tariff Commission Investigations and Re 
ports and Presidential Action Thereafter), which have been replaced 
by sections 201 and 202 of this Act;

Sections 311 through 338 (Adjustment Assistance for Firms and 
Workers), which have been replaced by sections 221 through 245 of 
this Act with respect to workers;

Section 361 (Adjustment Assistance Advisory Board) which has 
been eliminated as being unnecessary;

Section 4.01 (Authorities) which has been replaced by section 701 
of this Act;

Section 402 (Reports) which has been replaced by section 702 of this 
Act;

Section 403 (Tariff Commission) which has been replaced by sec 
tion 703 of this Act;

Section 404 (Separability) which has been replaced by section 704 
of this Act;

Section 405(1), (5), (4), and (5) (Definitions) which have been 
eliminated as being unnecessary.

Subsection (e) insures that references in other laws (except the 
Trade Expansion Act of 1962 and the Trade Agreements Extension 
Act of 1951) to section 350 of the Tariff Act of 1930 and to agreements 
and proclamations thereunder, will also refer to this Act, unless clear 
ly precluded by the context.

Subsection (f) repeals the prohibition against imports of seven furs 
and skins, the products of the Soviet Union or the Peoples Republic of 
China.

Subsection (g) repeals the Johnson Debt Default Act which pro 
hibits private persons from making loans to countries which are in 
default in the payment of their obligations to the United States.

Subsection (h) repeals section 350(a) (6) of the Tariff Act of 1930, 
the termination provision replaced by section 408 of the Act.
SEC. 707. CONSEQUENTIAL CHANGES IN THE TARIFF SCHEDULES.

This section expressly recognizes the desirability of embodying in 
the Tariff Schedules of the United States the substance of relevant pro 
visions of this Act and of other Acts affecting import treatment and 
actions taken thereunder so that the Tariff Schedules will reflect 
and be consistent with current law and actions thereunder. For ex 
ample, the provision could be made for the inclusion of new parts to



108

the Appendix to the Tariff Schedules to embody temporary duty 
modifications or increases resulting from actions taken under section 
405 (suspension of import barriers to restrain inflation) or section 
401 (balance of payments authority), as well as for reflection of the 
tariff preferences for developing countries.
SEC. 708. SIMPLIFICATION AND MODIFICATION OF THE TARiFF SCHED 

ULES.
This section provides the President limited authority to modify 01 

amend the Tari£ Sd^dules of the United States, upon recommenda 
tions of the Tar ff Commission, for the purpose of simplifying or clari 
fying the Tariff Schedules.

Modifications ^r amendments may include the establishment of new 
classifications, the abolition of existing classifications, or the transfer 
of particula: articles from one classification to another. No such action, 
however, may result in any modification of any rate of duty or other 
import restriction by more than one percent ad valorem (or ad valorem 
equivalent) unless annual imports of the article involved did not ex 
ceed $10,000 in each of the immediately preceding ten years.

The President may put ir. 'feet such limited tariff modifications 
even in the absence of a reck u .cation if he determines that such ac 
tion will contribute to the simplification or clarification of the Tariff 
Schedules. However, this authority cannot be used to adopt a revised 
tariff nomenclature in place of the Tariff Schedules.

Before making recommendations to the President the Tariff Com 
mission shall publish in the Federal Register a notice of any proposed 
modification of the.Tariff Schedules and shall provide an opportunity 
for interested parties to present their views to the Commission.

The Tariff Commission shall keep the effect of modifications under 
observation for a period of five years. The Commission shall report to 
the President any substantial increase in the imports of such articles. 
If the President determines that his action resulted in a substantial in 
crease in imports which has resulted or is likely to result in injury to 
the domestic industry producing a like or directly competitive article, 
he shall terminate the modification of the duty or other import restric 
tion. The President may also at any time terminate, in whole or in part, 
any action taken under this section.



SUMMARY OF TREASURY RECOMMENDATIONS 
ON CHANGES IN THE TAXATION OF FOREIGN 
SOURCE INCOME __

THE DEPARTMENT OF THE TREASURY,
Washington, D.C., April 10,1973.

The Treasury recommends the following modifications in the rules 
relating to the taxation of foreign income:

(1) United States shareholders would be taxed on future undis 
tributed earnings of a controlled foreign corporation engaged in 
manufacturing or processing activities where the corporation makes 
new or additional investment and is allowed a foreign "tax holiday" 
or similar tax incentive with respect to such investment.

(2) United States shareholders would be taxed on the future undis 
tributed earnings of a controlled foreign corporation where the corpo 
ration makes new or additional foreign investment in the manufac 
turing or processing of products exported to the United States market, 
if the income from such investment is subject to foreign corporate 
tax significantly lower than in the United States.

(3) Where a United States taxpayer has deducted foreign losses 
against United States income, such losses would be taktn into account 
to reduce the amount of foreign tax credit claimed by such taxpayer 
on foreign earnings in later years.

EXPLANATION OF TREASURY BECOMMENDATIONS ON CHANGES IN THE 
TAXATION OF FOREIGN SOURCE INCOME

Table of Contents:
I. Tax Holidays

II. Controlled Foreign Corporations Exporting to the United States 
III. Kecovery of Foreign Losses

I. EXPLANATION OF TAX HOLIDAY PROPOSAL
1. BACKGROUND

Under existing law, the income of foreign corporations operating 
abroad is generally not subject to current United States taxation, 
regardless of whether the stockholders of the corporation are U.S. or 
foreign. The Subpart F provisions of the Internal Kevenue Code, 
adopted by the Congress in 1962, represent an exception to this general 
rule in the case of certain tax haven activities conducted by corpora 
tions controlled by U.S. stockholders. The great bulk of United States 
investment abroad in manufacturing and processing facilities is lo 
cated in countries which impose substantial corporate income taxes.

(109)
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Investment decisions in such cases are made on the basis of general 
business considerations in which tax burdens are a largely neutral 
factor. However, there has been an increasing tendency by both de 
veloped and developing countries to deviate from their normal corpo 
rate tax structures by offering tax related incentives, such as holidays 
from taxation, to attract foreign investment. This has led in some 
significant cases to United States companies making investments in 
manufacturing facilities abroad in order to obtain special tax benefits. 
These tax incentives are an unwarranted and undesirable use of income 
tax structures and create a distortion in the application of our existing 
tax rules with respect to foreign source income.

2. BASIC PROPOSAL

United States shareholders would be taxed on future undistributed 
earnings of a controlled foreign corporation engaged in manufacturing 
or processing activities where the corporation makes new or additional 
investment and is allowed a foreign "tax holiday" or similar tax 
incentive with respect to such investment.

3. DETAILED DESCRIPTION

A. Taxation of United States Shareholders.—It is proposed that a 
new section 951 (a) (1) (C) be added to the Internal Revenue Code to 
provide that the United States shareholders, as defined in section 
951 (b), of a controlled foreign corporation engaged in manufacturing 
or processing abroad be taxed currently on their pro rata share of 
the earnings of such corporation if it is allowed a foreign tax invest 
ment incentive (i.e., the earnings of such a corporation would be 
deemed to be distributed currently to its shareholders). These provi 
sions would operate independently of the exceptions to Subpart F. 
Once the income of a foreign corporation is subject to current taxation, 
its income would continue to be taxed currently thereafter, whether 
to the same shareholders or to new shareholders and whether or not 
the foreign tax incentive continues to apply.

B. Manufacturing and Processing.—A new section would be added 
to the Code to define a corporation engaged in manufacturing and 
processing abroad. The new rules would apply to a controlled foreign 
corporation engaged in manufacturing or processing (including re 
fining) outside of the United States, provided that-more than 10 per 
cent of the unadjusted basis of the corporation's assets are used in 
manufacturing and processing operations.

C. Existing Foreign Investment.—In the case of an existing facil 
ity, current taxation would not occur unless or until the investment 
made after the effective date and during a period when the applicable 
foreign tax incentives are still in effect exceeds 20 percent of the un 
adjusted basis of existing manufacturing assets. It would make no 
difference whether the investment was funded from new capital or re 
invested earnings. This rule provides a margin for normal moderniza 
tion and replacement of existing facilities.

D. Foreign Branches of Controlled Foreign Corporations.—For 
purposes of applying these rules, a branch of a foreign corporation 
located outside of the country of incorporation will be treated as a 
separate corporation.
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4. FOREIGN TAX INCENTIVE

The Treasury Department would be granted authority to determine 
which foreign practices constitute tax investment incentives. This au 
thority could be exercised by determinations with respect to general 
categories of incentives, such as an exemption or reduction of tax for 
a period of time or for cash grants that are not required to be taken 
into account as taxable income. The authority could also be exercised 
by determinations with respect to specific incentives, in specific coun 
tries, including local and regional incentives. Incentives would in 
clude ^hose provided by law or regulations or individually negotiated 
arrangements. The fact that there is a generally low rate of tax in a 
country would not be considered by itself a tax incentive. The Treasury 
would have authority to exempt tax benefits determined not to be sig 
nificant in amount or effect and to make determinations prospective 
in appropriate cases, and would be prepared to rule on the status of 
tax arrangements under which foreign investments are made.

5. TREATY EXCEPTIONS

The legislation would preserve discretion in the Executive, subject 
to Senate approval, to enter into bilateral income tax treaties which 
would make these rules inapplicable to specific incentives, in order to 
promote investment in appropriate situations and with appropriate 
safeguards.

6. LIMITATION ON TAX CREDIT

Income treated as distributed under this provision would not be 
entitled to be taken into account for the over-all foreign tax credit 
computation, but would be separately computated.

II. EXPLANATION OF PROPOSAL WlTH RESPECT TO CONTROLLED 
FOREIGN CORPORATIONS EXPORTING TO THE UNITED STATES

1. BACKGROUND

In addition to the problem of foreign "tax holidays" and similar tax 
incentives designed to induce United States investment abroad, there 
are certain cases where United States companies make foreign invest- 
mer*s with the specific purpose of producing for the United States 
market. Such "runaway plants" are often established to take advan 
tage of significantly lower foreign corporate tax rates.

2. BASIC PROPOSAL

In addition to taxing shareholders on the future undistributed earn 
ings of controlled foreign corporations taking advantage of a tax holi 
day or other foreign tax incentive, United States shareholders would 
be taxed on the future undistributed earnings of a controlled foreign 
corporation where the corporation makes new or additional foreign 
investment in the manufacturing or processing of products exported, 
to the United States market, if the income from such investment is 
subject to foreign corporate tax significantly lower than in the United 
States.
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3. DETAILED DESCRIPTION

A. Taxation of United States Sharelwlders*—New section 951 (a) 
(1) (C) of the.Code would provide that the United States shareholder 
as defined in section 951 (b), of a controlled foreign corporation en- 
gagged in manufacturing or processing abroad be taxed currently on 
their pro rata share of the earnings or such corporation,, even though 
the corporation is not taking or has not taken advantage of a foreign 
tax investment incentive, if:

(1) 25 percent or more of the corporation's gross receipts are 
from the manufacture and sale of products destined for the United 
States market, and

(2) The effective rate of tax on the income of the controlled 
foreign .corporation is less than 80 percent of the United States 
tax rate.

B. Existing Investment.—This provision would not apply unless or 
until investment made after the effective date of this proposal exceeds 
20 percent of the unadjusted basis of existing manufacturing and proc 
essing assets.

C. Foreign Branches of Controlled Foreign Corporations.—For 
purposes of applying these rules, a branch of a foreign corporation 
located outside of the country of incorporation will be treated as a 
separate corporation.

p. Limitation on Tax Credit.—Income treated as distributed under 
this provision juld net be entitled to be taken in*e account for the 
overall forei r . tax credit computation, but would be separately com- 
putated.

E. Exceptions.—The President would be given author.iy to exempt 
companies in particular industries if he determines that it is in the 
public interest to do so. The legislation would preserve discretion in 
the Executive to enter into income tax treaties, subject to Senate ap- 
proval? which would make these rules inapplicable in specific situa 
tions, in order to promote investment in appropriate situations and 
with appropriate safeguards.

III. EXPLANATION OF RECOVERY OF FOREIGN LOSSES PROPOSAL
1. BACKGROUND

Under existing law United States taxpayers may deduct losses from 
foreign transactions for purposes of computing their taxable income. 
Thus, the foreign losses reduce the U.S. tax on U.S. source income. 
In addition, a United States taxpayer is allowed to credit against his 
United States tax on foreign income an amount equal to the U.S'. tax 
imposed on the foreign income with respect to which the foreign taxes 
were paid. In the alternative, the foreign taxes may be deducted. If the 
taxpayer chooses to credit his foreign taxes the amount credittble is 
limited to the U.S. tax imposed on the foreign income with respect 
to which the foreign taxes were paid. The limitation may be computed 
either separately for each country (the "per-country" limitation), or 
on an over-all basis (the "over-all" limitation) under which all foreign 
income taxes and foreign source income are aggregated.

A taxpayer who is on the per-country limitation at the time a loss 
from a foreign transaction is incurred does not have to reduce the
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limitation for foreign taxes paid on foreign income from other coun 
tries as he would if he were on the over-all limitation. Thus, he gets 
the full credit for other foreign taxes paid, plus the full deduction for 
the foreign losses. When the foreign operations in the country of loss 
become profitable, taxes are often paid to such country without taking 
into account the prior losses. The tax credit allowed by the United 
States for such taxes may effectively eliminate any United States tax 
on the earned income during the profitable period. The same result 
occurs in the case of a taxpayer on the over-all limitation who has an 
over-all loss on his foreign operations. In such cases the United 
States bears the burden of the taxpayer's deducting large losses which 
greatly reduce U.S. taxes, while the foreign country collects the taxes 
on the operation once it becomes profitable with the U.S. tax elimi 
nated by the foreign tax credit.

It is also presently possible for taxpayers to incur large start-up 
losses in the early years of an operation in a foreign country, and then 
to incorporate the* operation once it becomes profitable. In this case 
no U.S. tax would be paid, even if the foreign country takes the prior 
losses into account, unless the earnings were repatriated.

2. BASIC PROPOSAL

Modify the limitations on the foreign tax credit provided by sec 
tion 804 to provide a special limitation for taxes of a foreign country 
which are excessive because the foreign country has not permitted 
losses of the enterprise to be offset against subsequent profits, and to 
provide recapture of losses where the legal form or ownership of the 
enterprise changes.

3. DETAILED EESCRIPTION

A. It is proposed that a new subparagraph (3) be added to section 
904(a) of the Code to provide that if a taxpayer sustained a loss 
(whether ordinary or capital) in a foreign country or possession of 
the United States in a taxable year, then to the extent that the loss was 
not taken into account in such year for purposes of computing the 
foreign tax credit limitations provided by section 904(a) (1) or (2), 
then for purposes of computing the limitation on the foreign tax 
credit such loss would be taken into account in succeeding taxable 
years as a reduction of the taxpayer's taxable income from sources 
within such country or possession. The amount of the reduction in any 
one year is not to exceed 25 percent of the taxpayer's income from such 
country or possession computed without regard to such reduction. The 
amount of the losses not taken into account shall be carried forward 
in the ten succeed g years until exhausted Such a reduction will not 
be made., howavei, to the extent that the "loss has been allowed by the 
foreign country where the loss was incurred and has thereby reduced 
the amount of foreign tax paid. Thus, if a taxpayer has elected the 
per-country limitation, and sustains a loss for 1973 in countr}* X, the 
taxable income from sources within such country for 1974, for pur 
poses of computing the limitation on the amount of the foreign tax 
credit that may be taken, is to be reduced by the c mount of the 1973
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loss but only to the extent that the adjustment does not exceed 25 per 
cent of the corporation's taxable income from X for 1974. Any exce~* 
would be carried over to subsequent years. Likewise, a taxpayer who 
has elected the over-all limitation and sustains an over-all loss on his 
foreign operations in 1973 would reduce his taxable income from 
sources without the U.S. in 1974 by the amount of that loss subject to 
the 25 percent of taxable income limitation. Detailed rules relating to 
the allocations of losses among years, countries and classes of income 
would be provided in Treasury regulations.

B. In cases in which material income producing capital assets used 
in the trade or business which gave rise to the losses are disposed 
of before the prior losses have been fully taken into account, includ 
ing cases in which the enterprise is transferred to a corporation before 
the losses have been fully taicen into account, the losses not previously 
taken into account would be included in the taxpayer's gross income 
in the year of disposition of the property.

C. Section 904(d) will be amended to provide that tax«.s not allowed 
as a credit by reason of the application of new section 904(a) (3) 
may not be carried back or carried forward.



PREPARED STATEMENTS OF ADMINISTRATION
WITNESSES

Statement of the Honorable George P. Shultz, Secretary of the 
Treasury—Wednesday, May 9, 1973

Mr. Chairman and Members of this distinguished Committee: 
The world economy has changed greatly since this Committee last 

considered comprehensive foreign trade legislation. This rapid change 
will continue whether or not we in the United States seek to influence 
its future course. But we must play an active and constructive role in 
influencing the shape of a sensible world economy. Your approval of 
the Trade Reform Act of 1973 can be an initial step toward that end. 

The Trade Reform Act provides the President with the authority 
he needs to negotiate effectively on behalf of American workers, busi 
nessmen, and consumers. It would provide: (a) authority to change 
customs duties up or down in the context of negotiated agreement; 
(b) a Congressional declaration favoring negotiations and ngrco- 
ments on non-tariff barriers with an optional procedure for obtaining 
Congressional approval of these agreeme.its where appropriate: 
(<?) authority to raise or lower import restrictions on a temporary bn "•' 
to help correct deficits or surpluses in our payments position.

These authorities are necessary for meaningful trade negotiations 
and ^yill provide for a more efficient and flexible management of 
American trade policy.

The Trade Reform Act and supplementary legislation will provide 
a second set of tools to deal with domestic problems that may arise in 
connection with international trade and to permit our export firms to 
compete equally in international markets:

(a) The Trade Reform Act would introduce a fairer and less 
stringent test for domestic industry to qualify for temporary 
import relief in order to give it time to adjust to import competi 
tion or to avoid serious injury.

(5) The Act would improve procedures for protecting Amer 
ican workers and industry from unfair competition by amending 
the antidumping and countervailing duty statutes.

(c) It would help protect the interest of U.S. exporters by 
revising and simplifying the Presidents authority to raise import 
barriers against countries that unreasonably or unjustifiably 
restrict our exports.

(d) It would permit the temporary reduction of import bar 
riers as necessary to combat inflation.

(e) Separate legislation to amend the Export Trade Act Avill 
make explicit the Act's application to our export of services as

(115)
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well as exports of goods and will clarify the exemption of exporl 
associations from our domestic antitrust laws, while ensuring 
the protection of the public interest through clear information, 
disclosure, and regulatory requirements.

(/) Separate legislation will reform the pension and unemploy 
ment insurance systems to help all workers who lose their jobs, 
from whatever cause.

(y) Finally, the Act will permit increased trade with non- 
market economies by granting the President authority to extend 
most-favored-nation treatment to these countries and will permit 
the United States to extend preferential duty-free treatment to 
certain imports from developing countries. Secretary Eogers will 
have more to say on these final two points.

THE CHANGED ENVIRONMENT OF INTERNATIONAL TRADE

We consider this legislation at a critical time. We have seen re 
peated and widespread monetary disturbances in recent years. Points 
of strain and tension have arisen in trading relationships among na 
tions. These problems are part of that process of vast change in the 
world economy which has taken place since the basic monetary and 
trading institutions were established at the end of World War II, 
almost thirty years ago. In part, they are the consequences of the suc 
cess of our postAvar policies.

Since the end of World War II, the United States has worked to 
create a strong, free economj* in a multilateral world with as few re 
strictions as possible on the free flow of trade, and capital. We worked 
to create an economic framework in which all countries could grow 
and prosper. We gave of ourselves °.nd of our substance to achieve 
those goals.

This was done for our own sake, as well as in the interest of others. 
We worked from a far-reaching vision of what would serve our own 
economic and security interests. But it was a broad vision conceived in 
the interest of all. Our own security and economic well-being depended 
on the ability of others to grow and*prosper in freedom.

The world today is different from what it was when American plan 
ners decided to devote our wealth, influence, and energy to the achieve 
ment of a more secure and more prosperous world. Today, economic 
power is not concentrated in the United States alom as it was thirty 
yeai-s ago. Great centers of wealth have grown up in Europe and 
Japan. The European Community is now the world's largest trading 
bloc, with large and persistent trade surpluses. Japan has sustained a 
truly remarkable rate of growth, and the size of its trade and balance 
of payments surplus constitute a miijor problem in the world econ 
omy. "Other countries, including many developing countries, have 
made notable strides forward.

However, along with this diffusion of economic power has gone a 
reluctance to remove restrictions that are contrary to the principles of 
an open world economy. At one time those restrictions could have been 
considered necessary to support weak economies in the face of over 
whelming U.S. economic power or as temporary aids to promote polit 
ical objectives such as regional integration. No longer is this true.

In this changed world of economic equals we need to deal wi'h those 
restrictions, and we need new rules to assure equality of responsibility.
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There must be a reformed international monetary system—one that 
puts equal obligations for adjustment on surplus and deficit countries. 
There must be reform of international trade rules to eliminate grow 
ing discrimination, to assure that market access is not barred non- 
tariff barriers, and to develop piocedures for resolving differences 
without political tension.

This new system will allow our industries, workers and farmers to 
compete fairly in international trade and our consumers to benefit 
from the variety of goods the world has to offer. We have much to 
gain from this kind of a new world economic system, and much to 
lose from no system at all. Either we go forward to a new and higher 
level of international cooperation, or I fear we may go backward.

Xegotiations are well underway to reform the international mone 
tary system. We need the Trade Reform Act to begin to reform the 
trading system.

THE NEED FOR IftADE REFORM

The existing system has been unable to deal with a variety of meas 
ures that have made fair competition in world markets much more 
difficult. Undervalued exchange rates, quotas, restrictions on agri 
cultural trade, preferential trading arrangements, and the prolifera 
tion of non-tariff barriers have served to hamper our exports, includ 
ing some that we product- far more efficiently than anyone else. These 
barriers to trade exact a high cost for all nations of the world in higher 
consumer prices, inefficient use of resources, and heavy strains on the 
balance of payments.

Our trade position must be improved, and to do this we must secure 
the reduction of foreign barriers to trade in order to gain access to 
foreign markets and permit our goods to compete equally with those 
of other countries. It is in the interest of the I'nited otates, even more 
than other countries, to bring about a freer and fairer trading system. 

To deal with those problems we seek to: 
Free up agricultural trade;
Come to grips with the unreasonable aspects of regionalism; 
Bring order to the maze of non-tariff barriers preventing the 

expansion of world trade; and
Work put new answers to the problems of buffering our indus 

tries against injury from sudden surges of imports, and to better 
enable our workers to adjust to changing competitive situations 
affecting employment.

Other countries have complaints against some of our trade prac 
tices. To move forward we must be prepared to strike a fair bargain, 
with a fair balancing of the interests involved. The Trade Reform 
Act will make these negotiations both possible and fruitful.

The need is urgent. But there are some things that can be done 
under existing authorities, and we have made a beginning.

The United States has taken several steps to improve its trade posi 
tion and to stimulate reform. In February 1972 the United States 
and the European Community reached an agreement on future trade 
discussions. In this under-standing the United States and the Commu 
nity agreed to move rapidly to: (1) examine the impact of the en 
largement of the Community on U.S. exports; (2) renegotiate the 
existing G ATT concessions of the new members in order to compensate



118

the United States for the loss of these rights or for any higher duties 
that might arise due to the enlargement; and (3) enter into multi 
lateral trade negotiations this year.

We anticipate that the extension of the Community to the three 
new member countries—the United Kingdom, Ireland, and Den 
mark—will harm our trade in some products, particularly in agricul 
ture. We expect the Community to recognize this damage and to 
compensate us. Negotiations began in Geneva in mid-March. We hope 
they will be concluded before the multilateral trade negotiations begin.

THE LINK BETWEEN TRADE AND MONETARY REFORM

The- upcoming trade negotiations are important not only in their 
own right but also in their implications for the monetary negotiations. 
We must have coordinated consideration of the two areas if we are 
to construct a workable economic system.

The two-stage realignment that was achieved at the Smithsonian 
Institution in February of this year proxides exchange rates that lay 
the foundation for restoration of the external strength of the dollar. 
Overall, the major currencies of Europe and Japan have appreciated 
against the dollar by an average of about 25%. Japan, the world's 
third largest economy, and Germany, Europe's ranking industrial 
power, both appreciated by about 30% to 35% against the United 
btates. Nevertheless, fundamental reform of the monetary system is 
urgently needed. Considerable progress has already been achieved, 
making it all the more imperat'ne that we achieve rapid progress on 
the trade front as well.

The monetary and trade negotiations must lead to a consistency in 
rules that has been lacking in the past. We need, for example, to 
reach a new consensus on the relationships between nondiscmnina 
tiou in monetary arrangements and Most-favored-nation treatment 
in trade. The di\ ergencc bet\\ ren rules and practices in these two fields 
has grown unacceptably large. Trade rules cannot be allowed to shield 
large portions of national economies from the impact of balance-of- 
payments adjustment measures. And we need to build trade liberaliza 
tion incentives into balance-of-pay merits adjustment rules.

To achie\ e a consistency in the rules in the monetary and trade fields 
does not require that detailed trade and monetary negotiations proceed 
in the same forum. Nor doeb it require that detailed trade negotiations 
wait on monetary reform, or \ire-veraa. But it does require a coordi 
nated consideration of the rules in the two areas.

The Trade Reform Act will further this coordination in several 
ways. The Act will provide the President with special balance-of- 
payments authority to increase or reduce trade barriers. The Act 
would specifically authorize the President to employ an import sur 
charge for the purpose of protecting our balance of payments and 
authorize him to reduce tariffs at> one possible adjustment measure if 
we were to have a persistent surplus. This authority could also be used 
to protect U.S. interests \is-a-vis a chronic surplus country which 
had not taken effective adjustment measures.

FOREIGN INVESTMENT AND TAXATION

I would like to say a word aboirt investment abroad by U.S. firms 
and the Administration's proposals for modification in the tax treat-
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ment of foreign source income. The rapid growth of international 
investment in recent years—particularly the growth in investment 
undertaken by multinational corporations—has been a subject of great 
controversy at home and abroad.

On balance, we believe that this investment has been beneficial to 
the American economy. Government studies show that it has im 
proved the U.S. balance of trade and the overall balance of payments, 
and has meant more jobs for the U.S. economy. We cannot assume that 
discouraging foreign investment will promote investment and pros 
perity in the United States. On the contrary, if investment oppor 
tunities exist abroad, foreign firms will take them if American firms 
do not, \\hich will lessen the flow of American-made goods into foreign 
markets.

Our proposals for taxing foreign source income aro shaped against 
that background. We believe our tax system should not be used as a 
club to inhibit foreign investment, because we believe that investment 
to be good on the whole. At the same time, we do not believe that our 
tax system or any other tax system should be pernrlted to induce 
American business to make foreign investments which they would not 
otherwise make.

Our existing system is designed to permit an American-controlled 
business operating in a foreign country to operate under the same tax 
rules applicable to its foreign competitors in that same country. We 
believe that is a fundamentally sound system and that we should 
not de\ ise new rules designed to disadvantage American business with 
respect to its foreign competitors.

Our data show that our American enterprises abroad pay substan 
tial foreign income taxes. In the vast majority of cases, it is business 
factors and not income tax factors which lead to foreign investment. 
Income taxes are not the cause of our trade problem, and income tax 
changes will not solve that trade problem. For these reasons, we 
conclude that drastic surgery on our tax credit and deferral provisions 
relating to overseas investment is not justified.

The issues in this field are not new. In 196*2, the Congress exhaus 
tively reviewed this Held and we believe the conclusions which it 
reached are fundamentally sound.

There arc. howea-r. three situations in which the existing tax system 
produces artificial distortions and incentives and which we ask that 
you change. The first two proposals relate to tax holidays and run 
away plants, \\ here we ask that you modi fy our tax system to neutrali/o 
tax inducements offered b\ other countries. The third proposal would 
eliminate the present ability of American firms to offset foreign losses 
against their U.S. income without ever paying U.S. tax on subsequent 
profits.

Tits Holidays.—A number of foreign countries presently attract 
U.S. investment by granting major tax incentives, such as extended 
tax holidays or cash grants that are not included in taxable income. 
To neutialize such practices, the Administration is recommending 
amendment of our tax law*, so that earnings from new or additional 
American investments which take advantage of those inducements 
will be taxed to their U.S. shareholders as earned, rather than at the 
time they are remitted to these shareholders. Exceptions could be 
made by treaty.
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Runfiiuay Plants.—Some American companies occasionally under 
take foreign investments for the purpose of re-exporting a substantial 
share of their production to the ITnited States. To prevent income 
taxes from inducing such decisions, the Administration recommends 
that in cases where new or additional foreign investment is made by 
a U.S.-controlled foreign corporation in a low tax country, earnings 
will also be taxed on a current basis if exports to the U.S. market 
account for more than 25 percent of the corporation's total receipts. 
This rule would only apply when the effective rate of tax on the in 
come of the controlled foreign corporation is less than 80 percent of the 
U.S. tax rate and exceptions would be permitted for particular situa 
tions if the President determines that it is in the public interest 
to do so.

Rccovemj of Foreign Losses.—The Administration also recommends 
amendment of our tax laws (a) to reduce the credit for foreign taxes 
where foreign taxes arc excessive U'cause the foreign country has not 
allowed prior losses to be offset against .sub.H'quent profits; and (b) to 
recapture benefits of loss deductions where, the legal form or ownership 
of an enterprise changes in such a way that future profits are in 
sulated from losses previously taken against U.S. tax. This provision 
would also reduce the advantage of drilling for oil abroad and increase 
the relative attractiveness of domestic drilling.

CONCLUSION

Wo have, joined with our major trading partners in a commitment 
for a new round of comprehensive negotiations scheduled to begin this 
autumn. Our negotiators will face a challenge and a si opportunity.

The world economy must be fair for all nations. Tt must permit each 
nation to compete equally \sithout artificial restraints in the interna 
tional market. It must be flexible enough to pre\ent recurring mone 
tary crises that distort trade and capital flows, injure our national 
economies, and creatn political tensions that harm the cause of peace. 
Such a world economy will especially benefit the United States. We 
\\5sh to achieve this objective not through confrontation, but through 
negotiation in a spirit of cooperation and progress with the other trad 
ing nations.

Wo ask Congress to join with us in this effort. We stand ready to 
\\ork out a new cooperative relationship, and to uMlize new institu 
tional procedures to assure that the Congress and the Executive work 
together to achieve our mutual objectives.

Wo must and we will approach the trade negotiations with a tough 
mind and a clear resolve- that American interests will be properly 
looked after.

Wo believo that the legislative program now before you will give us 
the tools to do the job. I urge its speedy enactment.

Statement of the Honorable William P. Rogers, Secretary of 
State—Wednesday, May 9, 1973

The Trade Reform Act which you are now considering has two es 
sential purposes: First, to ensure the continued prosperity of the
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American people, and second, to help build a more stable and secure 
world by developing closer economic ties among all nations.

Some seem to believe that these two purposes are mutually incon 
sistent, that we must choose one or the other. We hear it said that 
America's prosperity is threatened by our growing economic ties with 
other nations and by the cost of our involvement in building a more 
secure world.

The bill before you is based upon just the opposite view. We be 
lieve that our prosperity is increasingly dependent upon closer eco 
nomic ties with other nations. And we believe that the United States 
can only remain prosperous in a more secure, interdependent and peace 
ful world.

By pursuing these objectives we will cuate more rather than less 
jobs for American workers. And by working to improve relations with 
our adversaries and to share more equally the common burden with our 
allies, we hope, to lighten the burden on the American taxpayer of our 
engagement abroad. This will be possible because the nature of our 
economy and of our international role are changing.

Following World War TI the United States accepted a major share 
of the responsibility for the economic recovery of our friends and the 
common defense against our adversaries. At that time we had an 
enormous competitive edge in trade with one of the world's few sound 
economies, an economy which was very largely self-suflieir-nt.

The situation today is substantially different First, the possibili 
ties of peaceful and mutually beneficial coexistence with the Com 
munist, countries have improved. The old image of a bi-polar world, 
with the free and Communist worlds confronting each other as antag 
onists acros* every frontier, is no longer real. Second, other countries 
have grown into economic powers somewhat more comparable to the 
United States. The combined gro^s national product of the ninc- 
membcr European Community was 70^ that of the U.S. in 1972. 
Similarly Japan's output as recently as 1007 was one-seventh that of 
the U.S.. but in 1072 it was one-fourth.

The United States has also grown immensely more prosperous. In 
fact over the past decade the absolute growth in our per capita in 
come exceeded that of Japan and the othei developed countries. But 
we can no longer take for granted our competitive edge in trade. Our 
businesses and government politics must now become more export - 
minded to keep puce with the greater import needs of our industries 
and consumers.

To many these may seem unfortunate developments, but not if they 
an- put in the proper perspective. For many decades our best trading 
partners and main competitor Canada. Japan and western Europe— 
ha\e been neither economically M-lf-hiiihYient nor complacent about 
their ability to compete. The.v hav e prospered In exporting tho.se goods 
which the\ produce most efficiently and importing from others goods 
produced more efficiently elsewhere.

Almost without noticing it. we have also begun to benefit from a 
greater involvement in international trade. The proportion of our 
total production sold abroad is steadily increasing. Today about 14$ 
of our industrial production and lM r/, of our agricultural crops are 
exported, creating millions of jobs and supporting major sectors of 
our economy. The increasing .significance of imports is evident to
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everyone. Without growing imports of petroleum and raw material 
resources our economy cannot expand. As consumers all Americans 
benefit from the savings and variety provided by imports. Increased 
imports dampen rather than increase domestic inflation.

This process of mutual growth and greater interdependence with 
our major allies has brought with it problems as well as benefits.

A monetary and trading system founded on American economic 
predominance obviously requires adjustment in a more balanced and 
integrated world economy. A quarter century of American balance 
of payments deficits fueled the world's economic growth. But those 
deficits combined with an overly rigid monetary system to finally 
cause heavy demands upon the dollar, erosion of our competitive posi 
tion and for the first time in this century a deficit in our trade balance.

We are determined to correct this situation. We ha\e already taken 
dramatic action to i evalue the dollar, making our exports substantially 
more competitive. We are making significant progress toward a more 
equitable, flexible and stable monetary system.

We have also begun to make progress in trade. Japan, the European 
Community and other industrialized countries have agreed to join 
us in far-reaching multilateral trade 'negotiations this September. 
Prime Minister Tanaka and President Xixon pledged in their com 
munique last September to acthely support trade negotiations cover 
ing both industry and agriculture. Prime Minister Tanaka agreed to 
work vigorously for a better equilibrium in the trade balance \vilh 
the United States. And the heads of government of the European 
Community stated last October that they attach major importance to 
the upcoming trade negotiations. Sir Christopher Soames. the Euro 
pean Community's "Foreign Minister" has made clear that trade ne 
gotiations will be at the center of the Community's future relations 
with the United States.

We want to make the next round of trade negotiations as significant 
as the last. Since the Kennedy Round concluded in 1007, after re 
ducing trade barriers an average 35 percent, world trade has nearly 
doubled. To defend and further America's economic interests in the^e 
trade talks our negotiators must have the same authority as their 
European and Japanese counterparts. This is one of the major reasons 
why trade legislation is required at the earliest possible date.

Xothing is more important to the overall success of our foreign 
policy than for i.s to receive a mandate now to further our interna 
tional economic interests. For these economic interests are intimately 
related to our political and security concerns throughout the world.

With our allies in Europe and Jai an economic tensions could de 
velop in a way which could affect the entire fabric of our political and 
defense relationship. Properly managed, economic negotiations should 
lead to the greater willingness and ability of our allies to shoulder a 
more equal share of the common burden. Left to smoulder or fed by 
a spirit of confrontation, these tensions could weaken the alliance, 
which is such an important factor in our national security.

We will not allov; this to happen. With American encouragement, 
our allies have begun to shoulder a larger portion of the defense bur 
den. Since 1970 our XATO allies have increased their defense expendi 
tures by 30%. They now provide 90 percent of XATO's ground forces, 
80 percent of its seapower and 75 percent of its air forces. Our joint
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success in moving from confrontation to an era of negotiations with 
our adversaries has allowed the United States to devote a substan 
tially greater share of its resc,urces to domestic concerns. Since 1968 we 
have reduced the portion of our GNP devoted to defense from nine 
to six percent.

As we negotiate differences with our allies, we must not forget that 
our economic interests coincide far more than they diverge. All of our 
countries have problems adjusting to the growing impact on domestic 
economies of rapid shifts in trade, shifts largely created by greater 
global economic integration. While some have lost faith in our ability 
to compete, the Japanese and Europeans are constantly concerned that 
the United States will flood their markets with our more efficiently 
produced goods.

Thus we have a common interest in agreeing on the safeguards pro 
posed by this bill, safeguards which would assist workers and indus 
tries to adjust to sudden, massive, or unfair disruption by foreign 
goods. And in other areas of trade as well we must all devise and ac 
cept new rules and obligations. For none of us can afford a trade war 
any more than a military conflict.

We. should apprnc ?h the challenges presented by our new economic 
situation with confidence and traditional American enthusiasm for 
competition. Our businessmen, workers and farmers should seize the 
great opportunities which are being opened by revaluation of the dol 
lar and the prospect of more equitable trade relations with Japan, 
Canada and the European Community.

This bill is equally important for our relations with the communist 
nations. "While extensive East-West economic ties are not by them 
selves sufficient to create a more peaceful relationship, they are an in 
dispensable ingredient. Without normalizing our economic relations, 
normal political relations are clearly impossible. During 1972 we took 
dramatic initiative's toward China and the Soviet Union. To build 
these initiatives into a permanent structure of peace we must now be 
gin to weave a network of mutual interests in trade, technology and 
resource development.

Hardly anyone questions the. political advantages of building closer 
economic ties with the communist nations. However, we must keep 
in mind that oiu 1 economic relations with the non-communist developed 
and developing nations are much more substantial than our economic 
ties with the communists. This will remain true for the foreseeable 
future.

We have a balance of trade surplus with the communist nations and 
expect that this will continue indefinitely, easing our overall trade 
deficit. We want to place our businessmen in the same competitive 
position in these, growing markets as the Europeans and Japanese. 
Today western Europe has ten times as much trade with eastern Eu 
rope as we do. Japan is in substantially the same position with both 
the Soviet Union and China.

Extension of MFN status to the communist nations, as proposed by 
this bill, would be a major stop towards political and economic nor 
malization. It would not grant them exceptionally favorable treat 
ment, for we extend MFX status to all of the countries with whom we 
have, substantial trade.
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I am aware of the continued active interest by the Congress in So 
viet emigration practices. I share your deep concern about this mat 
ter both officially and personally. But I believe the best hope for a 
satisfactory resolution of this issue will come not from the confronta 
tion formil legislation would now bring about, but from a steady 
improvement in our overall relations with the Soviet Union.

As these relations have improved in recent years, we have witnessed 
a significant and favorable evolution in Soviet emigration policy. An 
unprecedented 60,000 Soviet Jews have been able to emigrate. For 
over a year the average monthly level has exceeded 2,500.1 know some 
of you are genuinely apprehensive over the firmness of present Soviet 
emigration policy, particularly in regard to the decision to waive totally 
collection of the education tax. However, as you already know, the 
President has beeon assured by the Soviet Government that the policy 
on total waivers is to be continued indefinitely. He has also been as 
sured that present Soviet emigration policy, which has permitted the 
current level of emigration, will also be continued indefinitely. I am 
not in a position to place into the public record the texts of confi 
dential communications on this subject, but those assurances are firm.

Failure to grant MFN status would seriously jeopardize our re 
lations with the Soviet Union. It would impede the gradual evolution 
of the Soviet Union into a more open member of the world community, 
an evolution which is the best long-term hope for all of us including 
those Soviet Jews who wish to emigrate.

I am departing in the next few days on an extensive trip through 
Latin America. I will be taking with me Bill Casey, our Under Sec 
retary for Economic Affairs, because I know that economic issues are 
high on the agenda of our neighbors in this hemisphere. In fact for 
almost all of the countries in Asia, Africa and Latin America economic 
development is the number one priority. And generalized tariff pref 
erences, as proposed by this Act, have become botli symbolically and 
substantively their number one request of the United States. This is 
so because these countries no longer want to be dependent upon aid— 
they want to earn the foreign exchange required for development 
through expanded trade.

But why are generalized preferences in the American interest? They 
are in our interest because most of our increasingly important energy 
and raw material imports, thirty percent of our total trade, and ovei 
half of our investment income come from the developing nations. If 
we want these nations to take into account vui' interests, not only in 
economic but in political fields as well, we must take into account their 
interests. Other industrial nations have already extended such prefei- 
ences. And preferences are an important stimulus to steady economic 
development, which will ultimately create markets for us, decrease the 
military and economic assistance burden on the United States and 
lead to a more stable world.

Passage, of the Trade Eeform Act of 1973 will allow us to pursue 
these major objectives:

"We will strengthen the productive and competitive qualities of 
the American economy, increase jobs, raise incomes, and devise 
safeguards to assist workeis and industries to adjust to rapid 
shifts in trade.
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We will press the European Community, Canada and Japan 
to assure fairer treatment for our exports.

We will continue our strong offensive to create a more equitable 
and smoothly functioning monetary system.

We will vigorously pursue both trade expansion and trade 
reform.

We will join with the less developed nations to accelerate mu 
tually beneficial trade.

With the communist nations, we will construct a network of mu 
tually advantageous economic ties to strengthen the fabric of 
peace. We want to reduce our mutual expenditures on arms as we 
increase our commitment to trade.

What we are seeking in this bill is an economic policy which will 
accelerate rather than impede recent progress toward a more peaceful 
and prosperous world. I am confident that by working together the 
Congress and this Administration can shape such a policy.

Statement of the Honorable Peter M. Flanigan, Executive Direc 
tor, Council on International Economic Policy—Wednesday, 
May 9, 1973
You have heard Secretary Rogers and Secretary Shultz describe the 

political, monetary and economic policy context within which the pro 
posed Trade Reform Act has been conceived. They have also outlined 
those policy objectives it is designed to foster. As Executive Director 
of the Council on International Economic Policy, I would ask you to 
consider this bill as part of an integrated Administration approach to 
the range of problems which we have grouped together under the 
general heading of international economic reform.

During the quarter century since the post-war conferences on inter 
national monetary, trade and investment arrangements, the interna 
tional economic world has changed. Economic power relationships, 
once heavily one-sided, are now more evenly distributed among West 
ern Europe. Japan and Xorf 'i America. The needs and aspirations 
of the developing countries are clearer and more pressing than they 
were, in a post-war world of disintegrating colonialism. The post-war 
confrontation between East and West is giving way to a growing 
recognition that, though systems may differ, nations can learn to live 
in peace through negotiated agreements.

However, while the. world has changed, the systems under which 
nations and regional groupings conduct their economic affairs—trade, 
investment, finance, aid—have changed but little. There has been some 
tinkering, much as a family that has outgrown the si20 of its house 
fir,st tries to cope with new needs by adding a new room here, enlarging 
an old one there. But the real problem is that the structure itself 
is no longer adequate to their needs: the whole house needs rebuilding, 
and for that, they must work from the foundation up.

In building a new international economic structure, we cannot 
limit ourselves to jnst one or two distinct parts. All aspects of the 
system arc closely interrelated, and all must be dealt with if we are
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to succeed in constructing a system strong enough to last and flexible 
enough to meet the changing patterns and .stress^ of a dynamic world 
economy of the future. For this reason, we hu**e insisted, in the talks 
we have engaged in since the process of reform wa» initiated by the 
President t\\u years ago, on the interrelationship* among money, trade 
and imestment arrangements and the need to deal with each as part of 
an integrated whole rather than separate, unrelated transactions.

It is in the light of this need for an integrated approach to reform 
of the international system as a whole that I ask you to evaluate tlie 
President's proposals for now trade legislation.

First, let me briefly review the balance sheet of our present system, 
then the needs we must meet in our international commercial trans 
actions, and finally how this bill will help us achieve the objectives 
which have been identified from this review.

None can deny that, on balance, the post-war trade system has 
served the TJnited States and the world well. From an era between 
the two major wars of the 20th Century that was characterized by 
general economic instability, by desperate efforts to carve out pro 
tected positions, by competitive currency Devaluations, by shrinking 
world trade and by catastrophic economic depression, there emerged 
a consensus that all nations stood to gain from a multilateral, non- 
discriminatory, open world system of trade and payments. As a -*on- 
sequcnce of the agioements reached on monetary arrangements at 
Bretton "ft (.ids in ip44 and on the trade rules of GATT in 1047, worTd 
trade and international economic prosperity has grown at a pace 
unprecedented in world history. Our experience with these two con 
trasting systems leaves no doubt about the general path we should 
follow for the rest of this century and beyond: a return to the protec 
tionist isolationism of the 1930's Is a prescription for disaster. The 
benefits to this nation from an open and equitable economic world are 
too obvious by comparison to contest, and must be preserved.

This fundamental point having been made, what is wrong with 
the present system? Secretary Shultz has discussed the need for re 
form in the monetary system, and how it is related to the need for 
trade, reform. I will thus concentrate on one major aspect: the need 
for equilibrium in the system and why favorable action on this bill is 
essential for that purpose.

During the international debate over the past 18 months on the 
kind of system the world needs, one. requirement stands out as com 
manding a virtually unanimous consensus. All nations agree that n 
major result that the international economic system should achieve, 
over a reasonable period of time and at as high a level possible of 
trade ami related transactions, is equilibrium in the international ac 
counts of each country. Equilibrium Is simply balance: nations which 
are temporarily in either surplus or deficit in their overall interna 
tional accounts must take action to move back toward balance, and the 
system itself must be structured in such a way as to both allow and 
encourage that movement.

The other point on which all agree is that the United States, in 
particular, must l)e in equilibrium in its balance of payments. I can 
assure you that the international economic policy of this Administra 
tion is geared precisely to this purpose.
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To achieve this equilibrium, however, requires discipline and effort 
by us, both at home and abroad, and action by other countries to assure 
that the various policies they pursue keep them in balance and do not 
frustrate our achie\ement of balance. I have said that the system must 
both allow and encourage movement toward balance. Our main prob 
lem with the way the ^ stem and countries within it have performed 
in the past is that the rules and practices have frequently been inad 
equate on both counts.

In the first annual International Economic Report of the President, 
published in, March of this year, we presentwl a detailed discussion of 
our balance of payments structure and the reasons why we believe we 
must look to our trade account to bear most of the burden for bringing 
our own international account back into balance. In summary, (he 
main reason is that, given United States responsibilities in the moilorn 
world, both as the wealthiest- and strongest single nation, there are 
offsetting1 patterns in each of the other transactions categories— 
investment, services, aid and military expenditures abroad—which 
tend to cancel each other out now, and are likely to do so over the 
next several years. We must, therefore, look to the trade account to 
bear most of the burden of the adjustment we need to bring our over 
all international position back into balance.

To promote this adjustment, we have, during the last 18 months, 
together with our trade partners, twice revised the exchange rates for 
the world's currencies to make our products more competitive, both 
at home and abroad. The results of those changes have not yet been 
fully felt, but they will be felt increasingly as time passes.

A more flexible monetary system will help to assure balance in the 
system and that equilibrium is reached in our own accounts as \vel! 
as in the accounts of others. "We cannot reasonably expect that the 
trade negotiations, which begin later this year and will doubtless 
carry through until 1075. and the results of which will not be fully 
in place until the 19K(Vs. will have any immediate effect on our bal 
ance of pa\ meats problems. But these negotiations can lay the ground 
work for a more open and fair trading world in the future, and that 
is their purpose. In the years ahead, we look to such a world, reason 
ably free of the inequities and distortions \\hich currently obtain, to 
provide maximum benefits for our citizens and those of our trading 
partners.

In his speech to the Governors of the International ^fonetary Fund 
last September, the President charted the course which he believes 
this nation must follow:

"We shall press for a more equitable and open world of trade." 
"We shall meet competition rather than run away from it." 
"We shall not turn inward and isolationist." 
"Finally," he said, ''we must set in place an economic structure 

that will help and not hinder the world's historic movement 
toward peace."

If these are our major objectives, how does this bill help us to meet 
them, and \\hat bpei-ific purpo>es i.> it designed to serve? In its simplest 
terms, this bill would ghe us the tools to negotiate needed reform 
abroad and to take effective action at home, both to encourage reform 
and to adjust our economy for its role in an open, equitable system.
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In a world in which trade is open and fair; in which capital can 
move openly in response to changing market needs and opportunities; 
in which artificial incentives or barriers to trade and capital move 
ments are either removed or brought under equitable rules; and in 
which the monetary system is sufiiciently flexible am' responsive to 
encourage and allow adjustment when needed, the United States can 
compete on the basis of comparative advantage, create more and 
better jobs for its citizens and a better standard of living for its 
consumers.

To achieve these goals, the bill provides authorities to meet five 
central purposes.

The first is to negotiate a more open trading world. Attention here 
is focused on the tariff and non-tariff barrier negotiating authorities 
and procedures. "We have asked for authority to negotiate a trade 
package in which tariffs can be raised, reduced or eliminated. In the 
past, this authority has been limited to a fixed percentage amount— 
most recently in the Trade Expansion Act of 1902. when the limita 
tion was ."50 percent. However, in addition to that general authority, 
that Act also contained a provision for eliminating tariffs on those 
products in which the U.S. and a European Community enlarged to 
include the United Kingdom accounted for more than 80 percent of 
world trade and for complete elimination if the tariff was ."> percent 
or less. Thus, the concept of reductions beyond a certain percentage 
has a precedent in past law and Congressional approval.

"\Vhen tariffs were still relath ely high and accorded a greater degree 
of protection, reduction limits may well have been appropriate. But, 
after the Kennedy Round of reductions agreed to in 1067. tariffs were 
reduced substantially. Thus, the authorih \\e seek today is, in absolute 
terms, roughly equivalent to th.it which Congress granted in 19(52 and. 
as such, is by no means unprecedented.

On the non-tariff side, our proposals are designed to fill a vacuum 
in U.S. negotiating authority which has never been dealt with ade 
quately in past legislation. The Trade Expansion Act did not deal 
directly with non-tariff practices at all. and we have seen over the 
years that, as tariffs are reduced, non-tariff trade-distorting practices 
have become a more important hindrance to an open trading system. 

Our proposals contain three interrelated and iinjxirtant elements: 
(1) A Congressional declaration favoring negotiations looking 

toward the elimination or international harmonization of non- 
tariff practices which impede trade opportunities or iccess to 
markets. This is neeuod in order to convince our partners that the 
Congress is concerned about these practices and wants our negotia 
tors to bring these issuer forward n\ the coining negotiations as 
a priority objective.

( %2) Authority to conclude and implement agreements relating 
to methods of customs valuation assessment and marking of prod 
ucts by country of origin. These authorities are consistent with 
those requested' for tariffs and will permit us to reach comprehen 
sive agreements on tariffs and administrative practices as part of 
a total package.

(3) An optional new procedure for Congressional participation 
and action concerning agreements negotiated on other non tariff 
matters.
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Under this procedure, the President would inform Congress of his 
intention to conclude a particular agreement on a non-tariff practice 
not less than ninety days before signature was expected. During this 
period, the appropriate committees would have an opportunity to 
consider the issues involved, hold hearings to obtain the views of the 
public, and to influence the form of the agreement through recom 
mendations or expression of concerns to the Executive Branch. After 
conclusion of the agreement, the text and necessary implementing or 
ders would be .submitted to Congress. If neither House voted against 
it, the agreement and orders would become effective ninety days later.

This procedure is also not without precedent. Similar arrangements 
were developed in past laws such as Section 202 of the Automotive 
Products Act. of 1905. Wo. are proposing it here out of recognition that 
both Congress and the Executive need a better system for handling 
negotiations in this complex non-tariff field.

One of the main past problems has been the lack of coordination 
between Congress and the Executive in the process by which such 
agreements are concluded. We recognize- that Congress must retain the 
final say over whether a particular agreement on non-tariff barriers is 
appropriate for the United States, if such an agreement requires 
changes in domestic law. Our proposal procedure assures that result, 
but it also brings Congressional \iews into play before the conclusion 
and to assure prompt action following it. We believe this will 
strengthen the hand of U.S. negotiators while preserving essential 
Congressional authority.

Our second major purpose is equity—both in markets abroad and 
markets at home. While our purpose in these negotiations is to reduce 
barriers and secure a more open world for American traders, we 
firmly believe that, for trade to be free, it must be fair. Expanded 
trade will not meet the objectives of contributing to an orderly, coop 
erative international economy unites the system itself is equitable and 
the rules apply equally to all. For this reason, the bill provides, in both 
its negotiating authorities and in its modernized provisions concerning 
unfair competitive practices, the tools which this country needs to 
bring balance and fairness for\\ ard as a key feature of the international 
trade world of the future.

To assure fair rules and practices abroad for our exports, we need 
two elements in this bill. First, the kind of flexible negotiating author 
ity I have just discussed which will allow us to reach balanced, com 
prehensive agreements in which we and our trade partners undertake 
mutual commitments to fair rules and equivalent trade conditions, 
covering both tariff and non-tariff barriers to trade. Such compre 
hensive agreements will be designed to assure all that trade will be 
fair and that action to implement these commitments will constitute 
overall reciprocity.

Second, we need the revised authority we have requested in Section 
301 of the bill to take action to redress an imbalance in equity where 
it may occur. This revision builds upon our experience with a similar 
authority—Section 252 of the Trade Expansion Act—which we have 
found to have been less credible than I am sure the Congress hoped 
it would be when that Act was passed in 1962. By making this au 
thority more flexible, and mdre simple, and by extending it to indus 
trial goods as well as agricultural goods, we hope to reestablish the
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credibility of American determination to act if action is needed, and 
thus to bring about those reforms from which, we are convinced, all 
nations will benefit.

To achieve our objective of equitable arrangements governing com 
petition from imports in our own market—competition which, as Sec 
retary Shultz has stated, we need and welcome, as long as it is fair 
competition—we have proposed a varictv of amendments to existing 
laws. These concern our reaction to sucn practices as dumping, for 
eign subsidies and patent infringement. A separate proposal would 
also amend the Federal Trade Commission Act, mainlv to give the 
Commission jurisdiction over other forms of anti-competitive 
practices.

Our existing laws, for the most part, date back over forty years or 
more. Though amended over time, they still do not measure up to mod 
ern requirements for prompt and orderly process. Our proposals are 
designed to meet these needs and tc assure that our laws concerning 
unfair practices are administered in a way that will be open, fair and 
effective.

We propose, for example, that reasonable time limits be fixed on 
Treasury investigations concerning dumping and countervailing duty 
action in order to assure both domestic industries and importers that 
the issue will be aired and decided within a known period of time. In 
the case of anti-dumping investigations, the limits would be six 
months in most cases, nine in more complex circumstances, with a pos 
sibility for a three-month extension in cases of particular difficulty. 
The limit for reaching decisions in countervailing duty investigations 
is set at 12 months. However, because of the broad potential coverage 
of the term "bounty or grant", we believe the Secretary of the Treas 
ury must, in judging the actions of foreign governments, have some 
flexibility in administering tho law to ensure that the action AU take 
is not detrimental to the economic interests of the T'nited States.

A third major purpose is to enable us to act effectively to ease the 
adjustment of American industries and workers to fair import- com 
petition, when those imports increase at a rate which causes or 
threatens serious injurv in our market. A major overhaul of the pro 
cedures and Presidential authorities granted in past law has been 
long overdue. The House of Representatives endorsed the need for 
change here in its vote on the proposed Trade Act of 1970. Our pro 
posals are designed to meet the needs of a modern trading system 
and to promote adjustments in ways which protect and balance the 
interests of workers, industries, consumers, taxpayers and our trade 
partners. The new relief system would rccosrnize tlie reality that more 
open trade can. in fact, cause disruption. TThen it does, the objectives 
of openness can be promoted by measures which help ease adjust 
ment to change. Our proposal clearly identifies adjustment to new 
competitive conditions as the purpose of temporary relief from fair 
import competition, and recognizes that relief fo'r this purpose is 
better than permanent resistance to needed change.

To make our law on relief from injurious competition more realis 
tic and more available to industries that really need it. we are pro 
posing three important changes: first, the current requirement that 
increased imports must be shown to have resulted from a past tariff 
concessioi: would be eliminated. Second, the requirement that imports
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be the "major" cause of serious injury—that is, greater than all others 
combined—would be changed to require only that imports be the 
"primary" cause of such injury—that is, that imports be only the 
single greatest cause, but not necessarily greater than all others.

Third, to assist in making this finding of primary cause, we are 
proposing a new market disruption criterion which the Tariff Com 
mission is required to examine if requested to do so. Disruption is 
defined as occurring when imports are substantial, are increasing 
rapidly, both absolutely and as a portion of domestic consumption 
and are being offered at prices substantially below those of competing 
domestic articles. A finding of disruption would constitute prima facie 
evidence that, if serious injury or threat of it has been established, 
imports are the primary cause.

As ho announced in his message of April 10 transmitting this bill 
to Congress, the President is also proposing, in separate legislation, 
changes in our present system of unemployment insurance. That leg 
islation will call for State action to meet minimum federal standards 
for unemployment benefits no later than 1975. Under the permanent 
system envisaged by those proposals, a worker would be protected 
against loss of income whatever the cause might be. In the interim, 
we believe we can and should move now to put these benefit standards 
into effect immediately for workers displaced substantially because 
of imports, essentially by means of a supplementary federal adjust 
ment assistance payment where it is necessary to bring state benefit 
levels into conformity with the new standards.

Access to this supplementary assistance would be made much easier 
and faster than under current legislation. Rather than the current 
Tariff Commission proceedings, eligibility and certification proced 
ures would be assigned to the Secretary of Labor, who would be re 
quired to net within 60 days of receipt*of the petition. Easier access 
criteria and speedier availability is consistent with the concept that, 
within a few years, all workere should be receiving assistance accord 
ing to uniform standards recardless of the reasons why tluy are tem 
porarily out of work. In addition, the program of special assistance 
for retraining, job search and relocation allowances would ta retained 
permanentlv as aids to the adjustment process which is a kcv feature 
of this bill."

Our fourth objective is to modernize the tools and use of trade 
policy in the United States. Our bill proposes several changes and 
new additions to the array of trade policy measures which we believe 
a modern economy like ours needs in a changir<T world. TTehave, for 
example, requested authority to make more effective use of trade 
policy as a supplementary action to deal with a persistent stirplu. or 
deficit in our balance of payments, and. where proper, as a means to 
prompt necessary adjustment action by others.

Use of trade restrictive measures, which is contemplated in the re 
formed monetary system we have proposed to the Committee of Twen 
ty of the IMF, would be considered a last resort. But on those ex 
ceptional occasions when it mav be called for, it is important that our 
laws clearly provide authority for it.

Another authority in our bill is a reaffirmation of the proposed leg 
islation which the President sent to Congress on March 30. requesting 
authority to reduce trade barriers temporarily when needed to help
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fight inflation. While this authority would be limited to items covering 
not mo?e than 30 percent by value of total U.S. imports, we believe 
such action can be a valuable weapon in our continuing battle with 
inflation and of significant benefit to American consumers.

Other authorities we propose under this heading include a provision 
by which the United States could, where called for under an interna 
tional agreement, offer compensation for a unilateral increase in an 
import duty or other restriction, rather than face retaliation abroad 
which could harm an important American export interest. Another 
would permit us to suspend or withdraw past trade concessions when 
that action, in accordance with our GATT negotiations, was needed 
to promote an important national interest. This Committee has en 
dorsed similar proposals in the past, and I hope that it will do so now.

Our final objective is to open up and take advantage of new trade 
opportunities with all countries. A main element under this purpose, 
as emphasized by Secretary Rogers, is an authority to institute a sys 
tem of generalized tariff preferences for less developed countries. Un 
der this system, we would, for a period of 10 years, grant duty free 
tariff treatment to imports of most manufactured and semi-manufac 
tured goods, plus a few other selected products, coming from develop 
ing countries.

A second element, in separate legislation, would be amendments to 
the Web-Pomerene Act to clarify the position of associations of ex 
porters in relation to our antitrust laws and to expand coverage to 
certain services in order to put American exporters on an equal basis 
with their foreign competitors. Finally, the Bill would enable the Pres 
ident to conclude beneficial trade agreements with Communist coun 
tries, including the grant of most-favored nation tariff treatment. As 
in the case of the non-tariff barrier authority, our proposal leaves final 
authority over these agreements in the hands of Congress through pro 
vision for a veto within 90 days by either TTouso over any particular 
agreement.

These authorities are not unprecedented in concept. They build on 
our experience in using current authority and are designed for the 
realities of a new economic world. They are designed to give our ne 
gotiators the same kind of negotiating flexibility now possessed by 
most of our main trade partners. And they provide the President 
with approximately the same degree of authority in managing our 
trade program as is possessed by these partners. Without those au 
thorities, we could be at a significant disadvantage in the critical inter 
national bargaining ahead. Given the stake all Americans have in a 
successful outcome of these negotiations and in the smooth function 
ing of our nation's economy in an increasingly interdependent world, 
positive Congressional action on the Trade Reform Act is a high na 
tional priority, and I urge prompt and favorable consideration of it.

Statement of Ambassador William D. Eberle, Special Representa 
tive for Trade Negotiations—Thursday, May 10, 1973

Yesterday Secretary Shultz and Secretary Rogers described the 
interrelationship of tlie Trade Reform Act with overall United States
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international political, monetary, and economic policy objectives. 
The Executive Director of the Council of International Economic 
Policy, Mr. Flanigan, then outlined how the Trade Reform Act it 
self is part of an integrated approach to one of the set of objectives— 
reform of the international economic system.

Today I, and my colleagues, would like to examine the provisions 
of the Act in detail with you. I have provided each of you a copy of 
very lengthy testimony which I am tabling for the record as part of 
the legislative history. This testimony describes the various provisions 
in the Act, their purposes, and the arguments for them, and in some 
cases when and how the Administration would intend to apply them.

I do not want to take your time by reading this lengthy document. 
Rather, I would like to make some brief comments and then be avail 
able to answer any of your questions about the Trade Reform Act of 
1973.

One way to examine the Act is to understand its three major pur 
poses, and to note that in general each purpose can be best associated 
with two titles of the Act.

A major and perhaps the major goal of the Act is to establish the 
authority to proceed to negotiations which lead to a more open world 
trading system through the reduction of barriers to trade. Title I 
establishes new authorities to negotiate. Title II makes some major 
changes in existing import relief and adjustment assistance programs 
to facilitate the adjustment of domestic industries and workers to new 
competitive conditions under a more liberal trading system.

The second goal of the Act is to stimulate the building of a more 
equitable world trading system through reform of rules and prac 
tices which will be fair to all nations, and to provide adequate and 
measured response to unfair trade practices. Titles III ant1 IV relate 
to these goals.

The third goal is to open the world trading system to encompass all 
areas of the world. Titles V and VI would enable an expansion of 
mutually beneficial trade opportunities with Communist countries 
and developing countries.

I wish to comment on two matters which may be of particular in 
terest to the Committee. The first refers to the broad authorities we are 
requesting to enable the President to enter into agreements with 
foreign countries for the reduction of tariff and other trade barriers. 
Specifically, what arc our negotiating objectives? To put it another 
way, whj are we asking for the authorities contained in Title I of the 
Trade Reform Act?

The Administration has two main objectives in trade negotiations. 
First, we seek a more open trading world through the reduction of 
barriers to trade because we believe that the more rational and efficient 
allocation of resources and the availability of a greater variety of 
goods at lower prices which result from further expansion of -world 
trade is to the benefit of all nations.

Our second main objective is to reform the international economic 
system itself, of which the trading system is a part, by changing out 
moded international trading rules, practices, and institutions to con 
form to today's realities in a manner which will be accepted and ap 
plied by all major trading countries. Even if there is satisfactory reso 
lution of current trade issues, the longer term implications of the in-



134

stltutional defects of the GATT are serious. These defects make it dif 
ficult for the system of international economic cooperation to "keep 
abreast" of changing conditions and circumstances. If institutions for 
developing these norms are inadequate, the settlement of disputes be 
comes more difficult and political and economic contention among 
nations increases.

The forthcoming trade negotiations must differ substantially from 
those in the past which focused primarily on tariffs. As tariffs have 
been reduced, the relative importance, of other forms of trade barriers 
has increased, insulating large areas of trade from the adjustment 
process and restricting market access for the exports of more efficient 
producers. Preferential trading arrangements have become prevalent, 
their discriminatory elements impeding the trade of countries putsido 
the arrangements and distorting international investment decisions.

While we distinguish two main objectives, they are closely inter 
related. Their various elements must be negotiated in combination with 
each other in order to achieve the goals. Negotiations which seek the 
lowering of trade barriers must also include the development of ade 
quate safeguard mechanisms and trade norms and institutions which 
ensure that the international trading system works effectively. The 
negotiations must cover all barriers which distort trade and as they 
pertain to both agriculture and industry. Otherwise, the gains from re 
ducing one type of barrier can be lost through its replacement by an 
other form of trade restriction. All product sectors have potential to 
benefits from a more liberal trading system. For the trade and mone 
tary systems to work effectively none can ri-main or become insulated 
permanently from market forces and the international adjustment 
process.

Considerable discussion has already taken place in the GATT and 
the OECD of possible approaches for solving these problems. Nego 
tiating techniques on tariffs could include their elimination on most 
products, across-the-board percentage reductions, negotiations on par 
ticular product sectors which would include other trade barriers, 
harmonization of tariffs among major countries which could involve 
some tariff increases as well as decreases, item-by-item negotiations, or 
a combination of these techniques.

"We are also talking about a wid' variety of other trade barriers— 
quantitative restrictions, government procurement policies, subsidies 
to exports, product standards, various systems of customs valuation, 
charges at the border including variable levies are only a few. Given 
their heterogeneous nature and the fact they involve a variety of do 
mestic laws in all countries, no single negotiating approach to solu 
tions is appropriate. Some might lend themselves to international 
codes of conduct, such as product standards and government procure 
ment practices, others to general principles of international behavior, 
some others might be converted to tariffs and then reduced, and some 
might be eliminated.

Our major trading partners have joined us in declarations to under 
take multilateral and comprehensive negotiations on "all elements of 
trade" to begin this fall. Clearly these will be very complex and very 
difficult negotiations. Their broad scope calls ?jr balance in terms 
quite different from the traditional concept of "reciprocity" in a tariff
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negotiation. In the words of the joint declarations, the negotiations 
will be conducted on the basis of "mutual advantage and mutual com 
mitment with overall reciprocity."

Given the interrelated nature of the objectives, the negotiations 
must proceed on various of their elements at each stage. Each element 
may require a different negotiating technique, in combination they 
involve a series of techniques. They require that United States nego 
tiators have flexibility, leverage, and credibility at the bargaining 
table. The greater the United States input at each stage, the greater 
the potential for maximum participation by other countries. The pur 
pose of Title I of the Trade Reform Act is to provide the authorities 
the President needs to achieve these comprehensive goals.

In order to make this major undertaking a success the President 
needs the advice and ideas of industry, agriculture, labor, and con 
sumer groups. We are currently working on procedures for extensive 
consultations with the private sector. In particular, we need the par 
ticipation of the Congress. The Administration intends to work closely 
with the Congress at each stage of the negotiations. Specific provisions 
in the Act are designed to enable the Congress to play a major role. We 
also invite Congress to establish better mechanisms for liaison and 
cooperation between the Executive and Legislative branches in the 
trade policy area.

This leads me to the second matter I wish to discuss, that of specific 
powei*: granted to the President under the proposed Act, and how 
they compare with previous grants of authority by the Congress in 
the trade field. A related matter is how the proposed authorities per 
tain to our international trade obligations.

International trade is the subject of a uniquely successful partner 
ship between the Executive Branch and the Congress. The partner 
ship arises because the United States Constitution grants to Con 
gress the power to regulate commerce with foreign nations, and tr Hie 
President the executive power that makes him the representative of 
the United States in dealing with foreign nations. Broad scale trade 
negotiations will take place'and they will succeed if the Congress de 
clares this to be its will, and not otherwise. For while the President 
has his Constitutional authority to negotiate trade agreements, with 
respect to most matters he lacks the authority to implement these 
agreements on behalf of the United States.

In 1934, the Congress decided that unilateral trade restricting ac 
tions should give way to internationally negotiated mutual reductions 
in trade barriers. From the beginning of the Reciprocal Trade Agree 
ments Program, Congress has recognized that international trade mat 
ters, particularly negotiations on tariffs, require a greater degree of 
delegation to the President than do domestic matters. The legislative 
history of the 1934 Reciprocal Trade Agreements Act clearly mani 
fests this understanding. The Trade Expansion Act of 1962, in par 
ticular, contained substantial delegations of authority by the Congress 
in the trade field.

For the most part the authorities ;.n the Trade Reform Act renew 
prior authorities which ha\e lapsed and make some of them perma 
nent, or make existing authorities more explicit. Delegations in the Act 
of new authority or the removal of limitations on prior authorities



136

are specifically designed to deal with international trade problems 
that are important today, but were less significant in prior decades. 
They are consistent with the need for significant changes in the inter 
national economic order.

The first delegation proposed is the authority to implement trade 
agreements which require the reduction or increase of tariffs. This 
provision would renew the standard trade agreements program dele 
gation of authority. The Trade Expansion Act authorized substantial 
tariff reductions overall plus the el lination of duties on a significant 
portion of United States trade. "VTil. tariffs much lower overall toda> 
than they were prior to the Kennedy Round, limited authority 
would not provide sufficient or appropriate scope for the variety of 
negotiating techniques needed to reduce remaining tariff protection. 
The real limit on tariff increases, on the other hand, is the willingness 
of foreign countries to agree to higher United States tariffs.

It is particularly important that our negotiators have tho full sup 
port of 'he Congress with respect to negotiations on trade barriers 
other than tariffs. It is also in this area that constructive partnership 
between the Executive and Legislative branches is most essential. Ad 
vance authority would maximize the chances of success in this area 
from a negotiating point of view. This is not possible, for in many 
cases only the Congress can provide the means for eliminating these 
barriers, particularly if they require changes in domestic laws.

The proposed Act delegates advance authority to implement agree 
ments on a limited range of measures closely related to tariffs in order 
to enhance our negotiating credibility, thereby the possibilities of 
achieving the reduction and elimination of foreign trade restrictions 
of interest to us. Xew procedures are necessary to provide for imple 
mentation of agreements on other trade barriers.

The proposed Congressional veto procedure moves from the exist 
ing system of granting advance implementing authority on tariff 
agreements to the President to a closer cooperative relationship of the 
President and the Congress in the trade agreements area. The param 
eters of an agreement would be outlined to the Congress well "before 
an agreement is concluded for review and guidance. Either House of 
Congress would have the final word on implementation of an agree 
ment through veto by a majority vote. This new process balances the 
requirements of limits on the delegation of domestic authority and 
the requirements of successful negotiation.

The delegations of advance authorities with respect to tariffs and 
other trade barriers in Title I. together with the limited continuing 
tariff authority in Title IV of tho Act are authorities which deal with 
permanent alterations of the levels of import restrictions. Most of the 
other delegations of authority in the Act are designed to increase or 
reduce trade restrictions to respond to particular trade problems.

More explicit authority for uso of trade measures to help correct 
any serious balance-of-payaients problems \\hich could arise in the 
future \\ould help ensure that import relief and adjustment assistance 
measures do not bear the burden again of dealing with overall foreign 
competition.

There remain difficult problems of domestic adjustment to increased 
competition which would incrcasi* for particular segments of the
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economy as trade barriers are redrced further. Xo single sector of the 
economy should bear the burden for the benefits of trade expansion 
for the economy overall. Existing relief and assistance mechanisms 
require major revision to provide the means for orderly adjustment to 
increased imports.

Let me now turn to another matter of considerable importance. A 
few provisions in the Act would authorize the President to take actions 
which would not necessarily be in accordance with United States inter 
national obligations. The two principal examples are (1) section 301, 
which continues and expands the authority for the President to re 
spond to unfair trade practices of foreign countries, and (2) section 
401, which grants explicit and more flexible authority than that avail 
able under existing law to raise tariffs as a surcharge to deal with 
serious balance-of-payments problems.

The Administration does not want to create any impression that 
we are taking our international obligations lightly. The contrary is 
the case. Xo provision of the Act itself violates international obliga 
tions or requires that an international obligation be violated. In some 
limited cases the Act contains authority for the President which could 
be exercised in a way which would be inconsistent with current inter 
national rules. Any appearance of provisions inconsistent with inter 
national obligations should be viewed in the context of proposals we 
are making for reform of the international rules, in the monetary 
system for example.

Section 252 of the Trade Expansion Act authorized actions \yhich 
could be breaches of United States international obligations. This au 
thority was only used once, and then in a way that was consistent with 
international obligations.

The argument for abiding by our international obligations is strong. 
If the United States were to act contrary to international obligations, 
this would encourage other countries to take similar action, thereby 
making international obligations a less effective tool of international 
diplomacy. The damaging effect this may have on our national in 
terests is another major reason for the United States to conform to its 
own international obligations.

In sum, although the Trade Reform Act contains some new and ex 
panded authorities, they are consistent with and reinforce four decades 
of Congressional-Executive partnership in the trade agreements pro 
gram. What is sought are not unprecedented delegations of authority, 
but workable solutions to the problems of trade negotiations and other 
trade matters in the context of current needs of the trade agreements 
program.

TRADE REFORM ACT OF 1973
Testimony for the Record by Ambassador William Eberle, United States 

Special Representative for Trade Negotiations, icith Ambassador William 
Pearce, Deputy Special Representative for Trade Negotiations, and Mr. 
John H. Jackson, General Counsel, Office of the Special Representative for 
Trade Negotiations.

Gentlemen:
In this document, designed to be tabled and inserted for the record, and not 

presented orally, I intend to present for your information an explanation and 
statement of reasons supporting each major portion of a proposed bill trans 
mitted to the Congress by the President on April 10, 1973, entitled the "Trade 
Reform Act of 1973" and introduced as E.R. 6767. I will take up each major
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title of that bill in time, and try to indicate to you what this Administration 
intended by the provisions, what were the reasons and arguments which per 
suaded the Administration to recommend the provisions in the form contained 
in this bill, how they compare with prior law, and in general how those provi 
sions are likely to be utilized by the President.

TITLE I-AUTHORITY FOR NEW NEGOTIATIONS
Some of the most important provisions of the Act are contained 

in Title I which is designed to reestablish authorities necessary to 
conduct and to implement the results of a new round of trade negotia 
tions. These authorities are of two basic types: (1) tariffs: authority 
to eliminate, reduce, impose, or increase tariffs, or to maintain exist 
ing duty treatment on products, provided such changes, if any, are 
pursuant to trade agreements concluded ^yith foreign countries during 
the next five years; and (2) other barriers: a mandate to negotiate 
agreements with foreign countries on other trade barriers; a new 
optional procedure for submitting agreements to Congress for review 
and possible veto by resolution of either House; and advance authority 
to implement agreements on a limited number of specified barriers. In 
addition, the Title would reenact the procedures in the Trade Expan 
sion Act of 1962 which require the prior advice and views of the 
Tariff Commission, Executive agencies, and the public with respect 
to tariffs, with comparable Executive branch procedures on other 
trade barriers which are the subject of negotiations.

One of the major purposes of the Trade Eeform Act is to provide 
the President the necessary authority and Congressional support to 
achieve two main overall objectives: (1) a more open and equitable 
world trading system through the progressive reduction of barriers 
which distort trade; and (2) reform of world trading rules and prac 
tices which will be accepted and applied by all major trading coun 
tries, including a multilateral safeguard guideline to provide a more 
orderly trading system and to assist adjustment and avoid dislo 
cations.

Barriers to agricultural and industrial trade take many forms. 
Tariffs continue to afford significant protection on many products, 
and other trade barriers and trade-distorting measures have become 
relatively more important as tariffs have been reduced. The prolifera 
tion of preferential trading arrangements in recent years discriminate 
against exports of the "United States and other countries not parties to 
the arrangements. The negotiations will be broader in scope than the 
prior negotiations which focused primarily on tariffs. To achieve our 
objectives, they must deal with the whole complex of barriers to trade 
in agricultural and industrial products, and open up new approaches 
to deal with problems arising from discrimination.

In February 1972 the European Community and Japan joined with 
the United States in written declarations undertaking to seek author 
ity for "multilateral and comprehensive negotiations" to begin this 
fall which "shall be conducted on the basis of mutual advantage and 
mutual commitment with o\ ^rall reciprocity." Foreign countries with 
parliamentary systems of government will bring to the negotiating 
table broad authorities to alter their trade barriers. While the Presi 
dent has the Constitutional authority to negotiate and conclude agree 
ments affecting tariffs, since the June 1967 lapse of authority in the
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Trade Expansion Act, he has not had authority to implement such 
agreements insofar as they affect tariffs or other domestic laws.

Since 1934 the Congress has periodically delegated the President 
authority to implement the results of reciprocal tariff agreements. The 
proposed Act would continue this precedent. This authority is neces 
sary to ensure maximum participation and commitment by other coun 
tries to reduce their trade barriers. The goal of the negotiations should 
be set as high as possible. To achieve its objectives, the United States 
cannot afford to allow other countries to limit the scope of the negotia 
tions at the outset oy pointing to limitations in the United States 
authority. If the initial scope is narrowed, the opportunity to deal with 
barriers to our trade will be sharply reduced. The authorities re 
quested provide the President the flexibility and bargaining leverage 
required to deal with all anticipated negotiating problems.
Tariffs

Congress in the past has granted authority for the President to 
reduce or increase United States tariffs ap to specified maximum 
amoi nts. The most recent grant of authority, in the Trade Expansion 
Act of 1962, enabled the President to implement the results of negotia 
tions leading to tariff reductions of up to 50 percent belo\y the then 
existing duty levels. This limitation did not apply to duties of five 
percent or below, trade agreements with the European Community 
on agricultural commodities, or to certain tropical agricultural and 
forestry products. In these cases tariffs could be reduced to zero by 
agreement. In addition, the Act provided authority to eliminate all 
tariffs on products for which the United States and the European Com 
munity, of which the United Kingdom was expected to be a member, 
accounted for at least 80 percent of world trade.

These provisions in the Trade Expansion Act represented very 
substantial tariff reducing authorities, particularly since overall tariff 
levels were about 50 percent higher prior to the Kennedy Round of 
trade negotiations than they are today. Present tariff levels on dutiable 
industrial products average about eight percent for the United States.* 
Consequently, even though the statutory authority in the proposed 
Act imposes no lower limit on tariff reductions, the scope of the power 
to achieve trade expansion through tariff reductions is in practice 
limited by the loA\er tariff levels from which the new negotiations 
would begin. Specific percentage limitations on tariff reducing author 
ity would result in only small percentage point reductions overall and 
could leave a significant number of restrictive duties largely intact.

The significance of tariffs has also been diminished by exchange 
rate realignments in the past two years. The Smithsonian and February 
1973 monetary agreements combined resulted in an overall appreciation 
of the major currencies of Europe and Japan against the dollar of 
about 25 percent. Even if all tariffs were to be eliminated immediately, 
the effect would not by any means offset the benefits to United States 
industries in domestic and foreign markets resulting from the more 
realistic relationships of the major world currencies.

Limited authority to reduce or increase tariffs would be insufficient 
for the type of multilateral negotiations now envisaged. First, it would

*By comparison, tariff levels average about eight percent for the European Community, 
11 percent for Japan and 14 percent for Canada.
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greatly reduce the scope of the- President's bargaining: leverage and 
flexibility at the negotiating table. Negotiations on tariffs could take 
several forms, employing a variety of techniques. The GATT .and 
OECD have- been considering a number of possible tariff negotiating 
approaches in their pre-negotiation preparations. These possibilities 
include an across-the-board or linear approach; negotiations on par 
ticular product sectors which would include negotiations on trade 
restrictions other than tariffs: harmonization of duty rates among 
countries overall or on particular products or product sectors, which 
could involve increases as well as decreases of tariffs: item-by-item 
negotiations; or combinations of these techniques.

If other countries were williug, a broad authority woukl enable the 
President to negotiate the phased elimination of tariffs on most prod 
ucts over an extended period or to negotiate a combination of actions. 
For example, an agreement could result in the elimination of duties 
on some products, reductions of tariffs by the same or varying amounts 
on others, and no reductions or tariff increases on other products.

Second, a leswr authority would not provide sufficient negotiating 
leverage to obtain a solution to some of the major trading problems of 
particular concern to the Administration and to the Congress. One 
problem of increasing importance is the proliferation of preferential 
trading arrangements in recent years. According to one study, these 
arrangements account for over one-quarter of most of world trade and 
over one-half of the imports in some of the most important markets 
for United States exports.

Limited tariff authority would severely restrict the bargaining 
power necessary to obtain a solution to problems raised by the dis 
criminatory- aspects of these trading arrangements. Foreign countries 
will have an excuse to continue their resistance to changes in these 
agreements if the scope of United States trade authority is restricted. 
The large number of parties to these arrangements constitutes a con 
siderable voting power in the GATT. Solution to the problem of tariff 
discrimination may, therefore, be less difficult to achieve in the context 
of trade negotiations than through reform of the applicable GATT 
Article XXIV provisions.

Authority to increase tariffs contained in the Trade Expansion Act 
of 1962 was subject to a limit of r>0 percent above the duty rates ex 
isting on July 1, 1934. Title I of the proposed Act would Vnabie the 
President to Increase tariffs without a percentage limit in the context 
of trade agreements. However, this authority is subject to agreement 
pi the negotiating parties, which again is a practical limit to the author 
ity. The authority would not be used to raise tariffs across-the-board. 
Rather, it is required for possible use In specific types of cases in the 
context of trade negotiations. For example, tariff relationships in 
particular product sectors might warrant the harmonization of duty 
rates among major countries involving some tariff increases as well as 
decreases. This t.r proaeh was used in the steel sector during the Keu- 
uedy Round. The authority might also apply to thp issue of tariff 
disparities on a number of products

The authority to increase tariffs, ,a conjunction with the authority 
provided in section 103. could be used to convert other types of trade 
barriers to fixed tariffs and then to schedule their reduction. For ex 
ample, quantitative import restrictions and other such measures in
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sulate large areas of trade from the adjustment process. The conver 
sion of such barriers to price-based measures could work toward the 
overall objective of adjustment, including greater responsiveness to 
currency changes.

While 1934 tariff levels are high on most products, it is conceivable 
that conversion to tariffs of other trade barriers on some products 
which have low statutory rates of duty could necessitate raising tariffs 
to more than 50 percent above the statutory levels. Practical con 
straints, such as agreement by our trading partners, and the inflation 
ary impact on the domestic economy would preclude any widespread 
use of substantial tariff increases.
Trade Earners Other Than Tariffs

Trade barriers other than tariffs have become increasingly important 
restrictions to exports of all countries partly as a result of regional 
trading arrangements in "Western Europe and the increasing influence 
of environmental considerations. An inventory prepared in the GATT 
of identifiable trade barriers in effect in member countries consists of 
about 800 notifications. These have been organized into 27 categories 
of barriers.

Some of these measures restrict imports directly, such as quantitative 
limitations and state trading; others, such as government procurement 
and product standards, give preference to domestic producers; some 
measures impede imports but were instituted for social reasons, such 
as health and sanitary regulations; some constitute additional charges 
at the border, such as variable levies: others subsidize exports rather 
than restrict imports. Some of these barriers have a major trade im 
pact, others do not. In most cases it is difficult to quantify their impact 
on trade with any degree of precision. All have a cost to the countries 
affected.

Given the wide variety of such measures, their links to domestic leg 
islation in all countries, and their varying impact on trade, there is no 
single, negotiating approach for seeking multilateral solutions. Agree 
ments on most types of measure* would also require larger commit 
ment* from some countries than others. Therefore, there arc few areas 
when.1 solutions could be implemented independently of agreements on 
other trade- barriers. Some barriers, however, might be the subject of 
international codes, such as product standards and government pro 
curement practices. In other areas government regulations might be 
harmonized or general principles of behavior adopted. Other practices 
might be eliminated or converted to tariffs. It is also conceivable that 
agreements on some or all of these bai riers might be made contingent 
on the successful conclusion of the negotiations as a whole.

The. greater the President's authority in advance to implement agree 
ments of mutual trading benefit, the greater will be his negotiating 
credibility abroad. Foreign countries have expressed little interest in 
negotiating future agreements without some degree of assurance that 
such agreements are potentially acceptable to the Congress and that 
procedures for implementation are clear.

The Administration attaches a great deal of importance to the reduc 
tion of trade barriers other than tariffs in the forthcoming negotia 
tions. If the trade legislation emphasizes primarily tariff authority, 
foreign countries may wrongly draw the conclusion that the United

95-146 O- 73 - 10
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States attaches relatively low priority in the negotiations to other trade 
practices.

The primary purposes of the provisions in section 103 are two-fold: 
(1) to provide the President with as much negotiating flexibility and 
leverage as possible to meet any negotiating situation; and (2) to pro 
vide a new mechanism for liaison and cooperation with and considera 
tion and review by the Congress with respect to agreements that require 
legislation for implementation. The Administration would, in addition, 
welcome the Congress making specific further provision for better co 
ordination and consultation between the Legislative and Executive 
branches to ensure effective cooperation on all matters relating to the 
trade agreements program.

Section 103 contains a statement of the Congress urging the President 
to negotiate with foreign countries for the reduction, elimination, or 
harmonization of barriers and other distortions of international trade 
in order to provide better market access for United States exports. 
"\Yhile the President can negotiate international agreements on any 
subject, a specific mandate from the Congress to negotiate on these 
trade barriers is very desirable for negotiating pin poses. The statement 
would make .it clear to foreign countries that the United States is seri 
ous in its intention to seek solutions to trade barriers and other trade 
distorting measures, and that the negotiators have the support of the 
Congress in seeking agreements. The reports of the House Ways and 
Means and Senate Finance Committees on the Trade Act of 1970 con 
tained statements encouraging international discussion, but not a clear- 
cut mandate for negotiations on trade barriers.

It is difficult to frame general implementing authority which can ap 
ply to the various types of agreements covering trade barriers other 
than tariffs, particularly when a number of domestic laws may apply. 
Consequently there are three categories of procedures for the imple 
mentation of such agreements, considered in section 103. The "man 
date" in section 103 (a) and (b) does not add to the current power of 
the President to implement such agreements. In some cases he may al 
ready have authority (under piror statutes on the Constitution) to 
implement agreements. In other cases he could submit an agreement in 
the Senate as a treaty, or seek new legislation from the Congress.

Section 103 (c) of the Act provides a second procedure for imple 
menting agreements. It would give the President advance authority to 
implement agreements without further recourse to Congress with re- 
fcpect to a limited list of subjects including methods of customs valua 
tion, establishing the quantities on which assessments arc made, and 
harmonization of requirements for marking the country of origin. 
Agreements relating, for example, to the American Selling Price basis 
of valuation, section 402(a) of the Tariff Act of 1930 (Final List) the 
wine gallon/proof gallon basis of assessment, and simplification of the 
methods of valuation could be implemented under this authority.

Advance authority on these matters would provide some bargaining 
leverage to obtain concessions of significance to United States export 
ers. These foreign concessions would not necessarily have to be in the 
customs field, or on the same subject. The items selected for inclusion 
on the advance implementation list are not selected because they repre 
sent wrongs or weaknesses in the United States system, but rather be-
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cause they are of interest to our trading partners and could lead to 
reciprocal offers from them on other or similar matters. It is hoped 
that the Congress will see fit to add categories which it believes are ap 
propriate for this type of treatment.

Customs valuation and assessment practices are closely related to 
tariffs themselves. Advance authority on these matters would enable 
the President to kegotiate agreements to ensure that measures which 
perta'n to the detailed application of tariffs are not increased or ap 
plied in an arbitrary manner which could offset the benefits derived 
from lower tariffs*. The authority to raise tariffs might be used to 
convert certain of these measures to tariff equivalents and then to 
schedule their reduction. For example, the current duty on photo 
graphic film items under the Final List is 5 percent ad valorem. If 
the Final List treatment ceased, the duty would have to be raised to 5.3 
percent ad valorem 10 collect equivalent duties.

With respect to marks of origin, the intent is not to use the authority 
to eliminate the requirements, but to seek agreement on their applica 
tion. In 1958 the GA.TT recommended rules to reduce the difficulties 
and inconveniences which marking regulations may cause to exporting 
countries. An agreement could standardize and harmonize these re 
quirements. It could also limit their application to cases where such 
marks are necessary for the information of the purchaser as opposed 
to an unnecessary burden to trade. Administrative costs would be re 
duced as well as annoyances to traders.

A new optional procedure under section 103 for implementing agree 
ments could apply in cases where additional Congressional authority 
is necessary to change domestic lav.s. It constitutes the third and last 
category of procedure sought foi implementing agreements other than 
on tariffs. Under this procedure the President \\oukl give the Congress 
at least 90 days notice of his intention to use the procedure in advance 
of concluding an agreement. After the agreement is concluded, the 
President \\ould frame orders required for its implementation. These 
he would lay before Congress along with the agreement for 90 days. If 
within 90 days neither House of Congress disapproves by the majority 
of its authorized membership, the agreement and the orders would 
enter into effect.

The procedure is intended to increase the President's ability to 
negotiate agreements with foreign countries by expediting the proc 
ess by which agreements, can be implemented. It reduces the uncer 
tainties inherent in present procedures whereby the Congress must 
take positive action before agreements involving domestic laws can 
take effect.

At the same time, the procedure provides a mechanism for the Con 
gress to giu- proper consideration to any agreement before and after 
its completion, and thereby be more closely involved in shaping the 
trade agreements program. The advance- notice provides both Houses 
and the appropriate Congressional commit ieeb an opportunity to con 
sider the issues involved, to hold hearings to obtain the views of 
the public, and to influence the form of the agreement through recom 
mendations or expressions of concern to the Executive Branch. Either 
House of Congress would be able to express its opposition to the new 
international rules for reducing or harmonizing trade barriers by 
vetoing the particular agreement.
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There are precedents in the trade field for the use of a Congressional 
veto procedure. For example, section 7 of the Trade Agreements Ex 
tension Act of 1951, as amended in 1958, and section 351 of the Trade 
Expansion Act provide that Congress can override the President's 
decision not to implement the forms of import relief recommended by 
the Tariff Commission in an escape-clause investigation. The House 
of Representatives also authorized this procedure in the proposed 
Trade Act of 1970 with respect to implementing the agreement on 
American Selling Price negotiated in the Kennedy Round.

The Congressional veto mechanism is structured so that the Presi 
dent would determine when to use it. It does not in any way diminish 
the availability of existing Presidential authorities and other Con 
stitutional procedures to implement agreements on quantitative im 
port restrictions and other trade barriers. These include, as stated 
above, the President's Constitutional or existing statutory authority to 
negotiate and implement agreements in a limited number of cases 
where additional legislation is not required, submission of an inter 
national agreement to the Senate for approval as a Treaty (as in the 
case of the International Wheat Agreement), or negotiation of an 
agreement and then seeking implementing legislation from Congress.
Prenegotiation Requirements

Chapter 2 of Title I contains the procedures to be followed prior to 
the negotiation of trade agreements. These provisions are identical 
in substance to sections 221 through 224 of the Trade Expansion Act. 
Their purpose is to ensure that the tariff authority will not be used to 
the detriment of domestic interests. These procedures also enable the 
public and Government agencies to provide full information and 
advice to the President with respect to our foreign objectives and do 
mestic interests on all trade barriers for his consideration in the nego 
tiating process. Meetings of advisory groups for this purpose would be 
exempt from the requirements relating to open meetings and public 
participation under the Federal Advisory Committee Act. The exemp 
tion would enable disclosure of information without compromise of 
United States negotiating positions, or trade secrets and proprietary 
information.

The prenegotiation procedures require the Tariff Commission to 
advise the President of its judgment as to the economic impact that a 
change in tariff on any article which may be the subject of negotiation 
might have on domestic industry, agriculture, or labor. The President 
may begin the early stages of a negotiation, but he is precluded from 
making any negotiating "offer" on. tariffs which might be binding if 
accepted, until he has received a summary of public hearings and the 
advice of the Tariff Commission, unless the six-month period for re 
ceiving this advice has expired.

The President may reserve any article from the negotiations. In 
addition, section 406 provides for the mandatory exception of articles 
from trade concessions which are subject to relief measures or on which 
action would impair the national security.

Section 102 requires that any reductions in tariffs be staged by using 
at least five annual stages of reduction. However, a tariff can be re 
duced up to three percent ad valorem in any one year. Thus a tariff 
reduction totaling 15 percent ad valorem or more would take at least
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five annual reductions to become fully effective. An overall six percent 
ad valorem reduction, on the other hand, could be accomplished in two 
annual staged reductions, although the President is authorized to 
extend the staging over a longer period of time. Reductions of 10 per 
cent or less could be exempt from staging. For example, a reduction 
from 50 percent ad valorem to 45 percent ad valorem would not have 
to be staged. Where it would simplify the computation, the President 
has authority, within limits, to round individual stages.

Annual reductions are thus limited in magnitude to avoid giving 
rise to major adjustment problems for domestic industry or workers. 
In addition, however, there will be a number of cases where domestic 
conditions warrant the staging of concessions over mure than five years, 
and the statute in no way precludes the longer staging. If a trade bar 
rier were converted to a duty of 50 percent, for instance, the duty might 
then be staged downward to zero at the rate of five percent per year 
over 10 years.

TITLE II—RELIEF FROM DISRUPTION CAUSED BY FAIR COMPETITION

One of the major purposes of the Trade Reform Act is to provide 
the President the authority necessary for the United States to partic 
ipate with foreign countries in the negotiation of a more open and 
equitable world trading system. The expansion of world trade under 
as few restrictions as possible will result in the overall benefit of the 
American economy. Trade stimulates more productive and efficient 
domestic industries through the competitive process. It also 
creates job opportunities and higher incomes, furnishes consumers 
a wider choice of products at lower prices, and pro\ ides a larger supply 
of essential materials.

The reduction of foreign tariff and other trade barriers to provide 
greater access abroad for American products will require the reduc 
tion of our trade barriers. Consequently, a freer trading system re 
quires some adjustment at home. Title II of the Ac4" is designed to 
c.ise the hardship which could result for particular industries smd 
workers which have difficulty adjusting quickly to increases in im 
port competition. The Administration proposes major changes to 
existing import relief and adjustment assistance provisions. The 
purpose of thi'si- changes is to provide a more effective mechanism and 
more efficient procedures for domestic industries to obtain temporary 
relief and workers to receive assistance in cases of injury by increases 
in imports, in order to spread the burden of adjustment throughout the 
society, rather than placing it heavily on a small group of persons or 
firms.

The economic cost of erecting trade barriers against imports is to 
sacrifice some of the benefits from international trade which would 
otherwise accrue to industry, workers, consumers, and taxpayers. At 
the same time it ib in the national interest, in fact the responsibility 
of the nation as a whole, to share the costs of adjustment through 
relief and assistance measure* to ensure the economic and social well- 
being of particular segments of the economy.

The basic purpose of import relief and assistance measures should 
be to facilitate adjustment of industries and workers to import com 
petition in an orderly way. The adjustment may take the form of a



146

transfer of resources to new and more productive uses. Or the relief 
may enable a basically viable industry to take measures to meet more 
intense competition in the same line of activity. To achieve the adjust 
ment purpose, relief should be granted to the extent and only for the 
period of time necessary to permit a particular industry or group 
of workers to adapt to competitive pressures. It should provide an 
incentive for adjustment, not become a means to retain and support 
inefficient and noncompetitive industries and firms behind the shelter 
of permanent trade barriers. In addition to the import relief provi 
sions, the staging of tariff reductions is already one adjustment 
mechanism.
Import Relief for Industries

Current import relief measures under the Trade Expansion Act are 
inadequate to deal with the disruptive effects of sudden and substan 
tial increases in imports. Some industries haw been denied relief be 
cause they could not meet the stringent eligibility criteria. In only two 
out of 25 cases where an industry has petitioned the Tariff Commis 
sion for import relief under the Trade Expansion Act have a majority 
of the Commissioners reported that the requirements for eligibility 
have been met. In only another six cases were the Commissioners 
equally divided on the question of serious injury.

Pressures on both the Congress and the Executive Branch have in 
creased to utilize constitutional and legislathe measures other than 
those measures provided by section 352 of the Trade Expansion Act. 
Consequently, more realistic criteria and expedited Tariff Commission 
deliberation ai necessary to deal adequately with serious adjustment 
problems.

Section 201 eases significantly the existing stringent ctiteria for de 
termining eligibility for import relief. First, it removes the require 
ment of existing law that the Tariff Commission determine whether 
the increased quantities of imports result "in major part" from previ 
ous trade agreement concessions.

The "link" to prior tariff concessions is the criterion that most peti 
tioners have failed to meet. It is not a fair and reasonable test for 
determining eligibility for import relief. It is very difficult and some 
times impossible to demonstrate a uiuse and effect relationship between 
increases m imports and tariff reductions, some of which may have 
taken place decades ago. In seme cases, imports of products which cause 
injury now were not even in existence when the concessions wen? made, 
or are being imported from different sources of supply. The Trade Act 
of 1970 as passed by the House of Representatives would have remo\cd 
this statutory causal link as proposed by the Administration.

The second major difficulty for petitioners in obtaining eligibility 
for import relief under the Trade Expansion Act is the requirement 
that increased imports be the "major factor" causing serious injury. 
An industry may be in serious difficulties due to a number of reasons. 
The cause may be changes in technology, changes in consumer tastes, 
domestic competition from substitute products, plant obsolescence, or 
poor management, as well as import competition. The "major" cause 
cf injury has been interpreted to mean that cause which is greater than 
all other causes combined. To require that, imports be more than 50 
percent responsible for the injury imposes too rigid a test for provid-
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ing adequate access to import relief. Section 201 substitutes "primary" 
for "major" cause. Primary cause is a more liberal and realistic crite 
rion. "Primary cause" is defined in the Act as that cause which is 
greater than any single other cause but not necessarily greater than 
all other causes combined.

Section 201 also contains a new provision for determining that im 
ports are the cause of serious injury. In addition to its investigation 
to determine the existence or threat of serious injury, the Tariff Com 
mission will also determine, upon request, whether there exists a 
condition of "market disruption." The criteria for a finding of market 
disruption are four-fold, namely: (1) that imports of like or directly 
competitive articles are substantial, (2) that there has been a rapid 
increase in imports of the article both in absolute terms, and (3) rela 
tive to domestic consumption, and (4) that imports are offered at 
prices substantially below those of comparable domestic articles. In 
all cases, however, the Tariff Commission must find actual or threat 
ened serious injury as well a '• the existence of increased imports. If 
the Tariff Commission finds bv-.h market disruption and serious injury, 
the finding of market disruption will constitute prlma facie evidence 
that the increased imports are the primary cause of the injury.

The market disruption test is not to be used by the Tariff Com 
mission as a substitute for other separate criteria under section 201 
for determining the existence, or threat of serious injury to an industry. 
The purpose of the market disruption provision is to ~;mplify the 
burden of demonstrating that imports are the primary came of the 
serious injury. If the Tariff Commission finds market disruption 
and also finds serious injury the finding of market disruption con 
stitutes prlma, facie evidence that imports are the primary can.- * 
the injury.

If a petitioner establishes a case of market disruption, no other 
causes of injury need to be weighed against increased imports unless 
another interested party or the Tariff Commission or its own motion 
raises the possibility that other causes are present. The Tariff Com 
mission must conduct a full investigation of market disruption and 
consider all relevant factors, whether or n< t an importer or other 
interested party has presented evidence to demonstrate that some 
factor other than increased imports is the primary cause of injury. 
The Commission would consider the prima facie evidence of primary 
cause rebutted if it finds or a-n interested party presents some credible 
evidence that another factor is the primary cause of injury. If the 
prlma, facie case is rebutted, then the regular showing that increased 
imports are the primary cause of the serious injury must be made 
if the Tariff Commission is to make an affirmative finding under 
section 201 (b).

The exact procedures for Tariff Commission consideration of these 
tests will have to be worked out by the Tariff Commission through 
regulations or rulings. To ensure an opportunity for the presentation 
of opposing views, the Tariff Commission could announce publicly 
at the time of the request that it will investigate the presence of 
market disruption.

Numerous bills have been introduced in the Congress in recent 
years to legislate domestic safeguards by limiting annual imports 
to maximum levels set by specific arithmetic criteria, usually based
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on the proportion of imports to total domestic consumption in a pre 
vious period of years. No single arithmetic formula is applicable to 
the greatly varying circumstances which may cause competitive pres 
sures in different industries. Consequently, safeguards based on for 
mulas are arbitrary rather than equitable and preclude the consider 
ation of other economic factors which may be the actual cause of 
injury. They also can lead to relief for industries which do not need 
it and. to rigid regulation of world trade. The determination of whe 
ther there is serious injury to a domestic industry anc* whether imports 
have been the primary cause of the injury should be based on a quali 
tative judgment. The Tariff Commission may find, for example, that 
poor management, or failure to produce a product which satisfies con 
sumer demand is the primary cause of injury, rather than imports.

Section 201 entitles a petitioner or the President, the Special Repre 
sentative for Trade Negotiations, or the House Ways and Means or 
Senate Finance Committees to request, or the Tariff Commission to 
institute on its own motion, an investigation by the Tariff Commis 
sion to determine whether increased imports of an article are the pri 
mary cause of actual or threatened serious injury to a domestic in 
dustry producing like or directly competitive articles. A petitioner 
must describe the objective for which the relief is sought, such as to 
adjust to new competitive conditions. A petitioner, such as a trade as 
sociation, firm, union, or groups of workers must also be representa 
tive of an industry. This provision continues present Tariff Commis 
sion practice with respect to the acceptance of petitions.

The Tariff Commission must take all relevant economic factors into 
account in determining whether or not there is serious injury to an 
industry. As under the Trade Expansion Act, these factors 'include 
profit performance, unemployment or underemployment levels, and 
idling of productive facilities. In each case the decline must be "sig 
nificant", that is the Tariff Commission will only find an industry 
eligible for relief if the problem is industry-wide. Otherwise, the 
benefits resulting from import relief measures for an entire industry 
with only a few small ailing firms would be offset by the costs to the 
overall national economy of raising trade barriers and providing un 
necessary protection for healthy firms.

The Tariff Commission must report its findings to the President 
within three months from the dale the petition or request is filed, 
unless a two-month extension is necessary to conduct a full and fair 
investigation in complicated cases. The shortening of the time pe 
riod from six months provided under the Trade Expansion Act is to 
expedite the granting of import relief in cases of serious injury.

Following receipt of a Tariff Commission report containing an 
affirmative finding of injury, the President has 60 days to maKe a 
determination under section 202 whether to provide import relief. 
The time period is 120 days in the case of a tie vote of the Tariff Com 
mission because such a case probably involves a more difficult decision. 
The decision whether to provide import relief involves a number of 
international and domestic considerations. The listing of specific fac 
tors which the President must take into account in his determination 
only makes explicit in the law the .national interest considerations 
which the President has in fact weighed under existing practice.
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Consistent with the purpose of providing relief the President must 
consider whether the industry is making an effort to compete more 
effectively with import competition, based on information provided 
by the Tariff Commission under section 201. He must also consider 
whether the temporary import relief is likely to promote adjustment 
by enabling a basically viable industry to adopt measures to become 
more competitive, or to enable the transfer of resources to more pro 
ductive uses. Failure to provide such relief might cause severe eco 
nomic and social hardship to workers and communities in a particular 
geographic area of the country in which the industry is concentrated. 
The President has the help of the Executive departments in obtain 
ing information and advice.

On the other hand, the granting of relief may have a significant in 
flationary impact for all American consumers. The compensation which 
the United States might owe to foreign countries in the form of tariff 
reductions on other commodities might result in increased imports 
of other products, possibly leading to injury to other segments of 
the economy. Or, if the compensation the United States might offer 
to foreign countries were judged by them to be inadequate, retalia 
tion against United States exports could occur which would have an 
adverse impact on our sales abroad. The President is in the best posi 
tion to weigh all these factors which bear on the national interest in 
determining whether and in what form to provide import relief. There 
fore, under this propped Act the Tariff Commission will no longer 
recommend a remedy for serious injury.

The President may decide to provide import relief in one or more 
of the forms authorized under section 203, or he may direct the Sec 
retary of Labor to expedite consideration of petitions for adjust 
ment assistance for workers. Or he may take a combination of these 
actions. If the President decides not to provide import relief, he must 
submit a report to both Houses of Congress stating the reasons for his 
decision.

Section 203 expands the type and degree of import relief measures 
in cases of a Tariff Commission finding of serious injury caused by 
imports beyond those presently available under section 351 or 352 of 
the Trade Expansion Act. The relief may take the form of oiderly 
marketing agreements with one or more foreign countries, imposition 
of tariffs on duty-free items or increases in existing tariffs (including 
tariff-rate quotas), imposition of quantitative or other import re 
strictions, or withdrawal of the application of 806.30 and 807.00 of 
the United States Tariff Schedules. The President may apply a com 
bination of these measures. The purpose of expanding the relief meas 
ures is to provide additional flexibility to fashion a remedy for serious 
injury which is appropriate to the particular circumstances of each 
case.

The President must grant import relief within 60 days of his de 
cision under section 202 to provide import relief. This period may 
be extended from 60 to 180 days if the President announces his in 
tention to negotiate one or more orderly marketing agreements. Since 
the purpose of import relief is to facilitate orderly adjustment of 
an industry to new competitive conditions, the new provisions im 
pose stricter time limits on the duration of relief and require that 
it be phased out over a certain period.
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One of the major changes from existing law is to provide greater 
flexibility with respect to orderly marketing agreements as a possible 
import relief measure. Section 352 of the Trade Expansion Act pro 
vides that the President may negotiate orderly marketing agreements 
in lieu of providing other forms of import relief, such as tariffs or 
quotas. He is forced to choose between two remedies, and if he elects 
the one he cannot revert to the other. The Trade Bill of 1970 as passed 
by the House of Kepresentatives would have eliminated the "in lieu of" 
language and would have provided that an orderly marketing agree 
ment could be concluded even after other forms of relief had oeen 
proclaimed. Such an agreement could also have replaced, in whole or 
in part, any earlier actions.

Section 203 contains amendments similar to those in the Trade Act 
of 1970. For example, the President could proclaim across-the-board 
quotas or tariff increases and then negotiate agreements -with the prin 
cipal supplying countries. Once these agreements were implemented, 
he could terminate the prior actions, in whole or in part. For example, 
he could terminate tariff increases but continue the suspension of 
items 806.30 and 807.00. However, import relief in the form of tariff 
increases or the imposition of duties must always be applied on a 
most-favored-nation (MFN) 'basis.

Section 352 of the 1962 Trade Expansion Act provides that if the 
President has concluded a multilateral agreement among countries 
accounting for a significant part of world trade in the article covered 
by the agreement, he can apply the terms to countries which are not 
parties to the agreement. Similar authority is contained in section 204 
of the Agricultural Act of 1956, as amended. The proposed Trade 
Reform Act contains this type of authority with some important 
modifications.

Section 203(c) provides that the President may apply restrictions 
to non-signatories in order to carry out "one or more agreements . . . 
among countries accounting for a significant part of United States 
imports of the article covered by such agreements." In order to exer 
cise this authority \yith respect to non-signatory countries, there must 
be at least two foreign countries which have entered into agreements 
with the United States, either in the form of one multilateral agree 
ment or a series of bilateral agreements. One agreement with one 
country could not serve as the sole basis for imposing restraints on 
non-signatories.

Another change from existing law is that the quantitative test is 
in terms of a significant part of United States imports of the article 
covered by the agreement, rather than a significant part of "world 
trade" in the article. "World trade" is an ambiguous term which can 
be defined in various ways, and is not directly relevant to the United 
States action. The term "significant" is not defined and it is intended 
that it not be restricted by a specific percentile amount.

Section 203 provides new authority to suspend the application of 
items 806.30 and 807.00 as an import relief measure. Item 807.00 pro 
vides that on imports of articles assembled abroad in whole or in part 
of components fabricated in the United States, duty is assessed on 
the value of the articles excluding the value of these components. Item 
806.30 provides similar customs treatment for metal articles ex-
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ported for processing and returned to the United States for further 
processing.

The Administration has devoted a great deal of study to the eco 
nomic factors affecting the use of these tariff provisions. It has con 
cluded, as did the Tariff Commission, that elimination of these items 
wjuld, on balance, have an adverse effect on the United States mer- 
cuandice trade balance and would result in a net loss of jobs for 
American workers. However, cases may arise in which it Avould be 
appropriate to suspend the benefits of these tariff items to imports of 
articles which are causing serious injury to a domestic industry. This 
authority would be exercised on an MFN basis even though in most 
cases the action would only affect one or two countries. The authority 
to si spend "in part" could be used to impose a limitation on imports 
entered under these tariff items, or to withdraw the benefits of these 
items only on imports of certain articles which the Tariff Commission 
has found cause serious injury.

Section 203 enables more effective import relief in the form of 
tariff increases by eliminating the statutory ceilings on such increases. 
Under the Trade Expansion Act, tariff increases cannot result in a 
rate of duty more than 50 percent above the 1934 rates, or 50 percent 
ad valorem in the case of a duty-free article. Any limitations tied to the 
1934 rates are not ".niform in effect. In some cases, these rates are low 
and the tariff increases permitted cannot provide effective relief. The 
President should have authority to set tariffs at any level in cases 
where a tariff increase is the most effective form of relief.

Under the Trade Expansion Act, relief may be applied for an 
initial term of four years. It can be extended for additional periods, 
each not to exceed four years, following an investigation and report 
by the Tariff Commission. Under the new provisions, import relief 
could be applied for an initial term of up to five years, with one possible 
two-year extension following an investigation by the Tariff Commis 
sion. When the relief has expired, after five or seven years, the same 
industry cannot petition for import relief undei section 201 until 
at least two years have expired. This waiting period is designed to 
emphasize the temporary nature of import relief and to emphasize 
the adjustment purpose of that relief.

The import reliei would be phased out during its initial term. In the 
case of a five-year term, the first reduction in relief would commence 
after the first three years. The President could provide import relief 
for a shorter term than five years. In this case the first reduction of 
relief presumably would begin at some point earlior than three years 
although this is not explicitly required by the statute. If the Presi 
dent decides to continue import relief beyond the initial period, he can 
provide the degree of relief which applied at any time during the 
initial term. For example, if a tariff of 10 percent is increased to 
20 percent and then reduced to 15 percent in the fourth yep.v and to 
12 percent in the fifth year, the extension of relief for two years could 
be at a tariff level of 12.15, or 20 percent, or any other rate between 
10 and 20 percent.

The Tariff Commission would furnish to the President at his re 
quest reports on developments in an industry which is benefitting 
from import relief. Under existing law, the Commission makes reports 
to the President on an annual basis. The annual report is a burden
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on the Commission and, in many cases, the data base has not changed 
sufficiently in one year to justify this kind of investigation.

Under existing law, a domestic industry can request the Tariff 
Commission to undertake an investigation with respect to any pro 
posed modification in import relief. For example, if the President has 
provided for staged tariff reductions, the industry in question can 
request an investigation with respect to the implementation of any of 
these reductions. Under section 205 of the proposed Act an industry 
can petition the Tariff Commission only at that point when the initial 
term of import relief is to be fully terminated.

All of these proposals are consistent with the overall purpose of 
import relief, namely to enable an orderly adjustment by an industry 
to new competitive conditions. The time limits on the duration of 
import relief and the phasing out of the relief, in particular, are 
intended as an incentive to accomplish this objective.
Adjustment Assistance for Workers

The eligibility criteria for assistance under the Trade Expansion 
Act were designed to limit the scope and prevent the misapplication 
of compensation by making certain that workers were, in fact, dis-

§ laced and firms seriously injured as a result of increased imports 
ue to concessions under trade agreements. Consequently the eligibility 

criteria have been too restrictive, and the administrative procedures 
too time-consuming and inefficient to deliver benefits when they are 
most needed.

The program of adjustment assistance for workers proposed under 
Title. II of the proposed Act departs significantly from and replaces 
the current program. The stress is placed on adjustment through 
comprehensive programs. Changes in the criteria for eligibility and 
in administrative procedures are designed to ensure "more liberal and 
expeditious access to benefits.

Workers displaced from employment by import competition are 
only one of many categories of workers adversely affected by govern 
ment policies, technological change, or market forces. The Government 
has a responsibility to the national economy to ensure that any worker 
involuntarily unemployed for whatever reason receives assistance 
which can help him to obtain alternative employment quickly. Prob 
lems of adjustment faced by workers displaced by import competition 
resulting from trade liberalization policies are essentially no different 
from those faced, for example, by workers employed on a military 
base closed down by the Government or workers in a firm which goes 
out of business because of poor management policies in meeting 
domestic competition. In each case the individual worker may suffer 
severe hardship for these policies of which he has been the victim 
rather than the cause.

Consequently the proposals are designed to phase the special in 
come-maintenance program for workers affectea by imports into an 
improved program under which workers displaced for whatever rea 
son receive benefits according to a uniform standard. Separate legis 
lation submitted to the Congress to amend the Internal Revenue Code 
will provide for the establishment of Federal minimum standards for 
weekly benefit levels under State unemployment insurance program 
to ensure that all workers covered by these programs receive compar 
able benefits whatever the cause of their involuntary unemployment.
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These minimum standards would become generally effective on or 
after July 1, 1975, if proposed legislation is passed as presented. 
Federal supplements would make them available to trade-impacted 
workers immediately under the terms of this Act.

Under Title II of the Trade Reform Act cash benefits for workers 
would consist of the unemployment insurance benefits which the work 
ers would normally receive under existing State standards. In addi 
tion, the Federal Government would make available supplemental 
payments wherever necessary to bring the amount the worker receives 
under existing State unemployment insurance laws up to the level 
to which the worker would be entitled under the new minimum Fed 
eral standards. When all State benefit programs provide amounts 
equal to or in excess of the new standard, the Federal Government 
would no longer pay supplements to State unemployment insurance. 
The Trade Adjustment weekly benefits under this Trade Act would 
simply "fade away" because of non-use. It is important to note, how 
ever, there is no termination date. Unless and until the general Fed 
eral standards program is enacted and becomes effective (or all Stats 
benefit amounts are independently brought up to the same standard), 
weekly benefits under the trade adjustment assistance program will 
continue.

Under the Trade Expansion Act trade-impacted workers receive 
cash readjustment allowances In place of unemployment insurance. 
This allowance is equal to 65 percent of the worker's average weekly 
wage or 65 percent of the national average weekly wage In manufactur 
ing, rhichbver is less. The total of any earned income plus the adjust 
ment allowance cannot exceed 75 percent of the worker's average 
weekly wage. The maximum possible; readjustment allowance is pres 
ently $101.00 a week.

Until the Federal stan lards are achieved, eligible trade-displaced 
workers would be entitled to receive supplementary uremployment 
insurance payments from Federal funds wherever necessary- to bring 
their weekly cash payments up to 50 percent of their average weekly 
wages or to the maximum level of two-thirds of the appropriate State 
average weekly wage, whichever is lou er. The weekly payments avail 
able to a worker who qualifies under this Act may be lower or higher 
than those available now to workers who meet the more stringent eligi 
bility tests of the Trade Expansion Act. If a worker had wages higher 
than the State average weekly wage (in employment covered by the 
unemployment insurance system), and that State average weekly wage 
was the same as or higher than the national average weekly manufac 
turing wage, the worker's weekly payments under this Act would be as 
high as or higher than under the Trade Expansion Act. In most other 
cases, they would be the same or lower.

Apart from the level of weekly benefits, the now proposals would 
liberalize the eligibility requirements for assistance and expedite the 
process of determination and delivery of benefits and other services to 
facilitate the adjustment process. The Secretary of Labor will conduct 
the entire process of investigating and determining whether a group of 
workers meets the eligibility requirements, in addition to issuing certi 
fication. The entire process will be .'ompleted within 60 days of the fil 
ing of the petition with the Secretary by a group of workers. The 
Tariff Commission will be involved only if requested by the Secretary.
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The eligibility criteria are considerably liberalized, compared to the 
Trade Expansion Act of 1962. The causal link between increased im 
ports and previous tariff concessions is removed, as in import relief 
cases. Increased imports need only contribute "substantially" to 
worker unemployment or underemployment, rather than be the "ma 
jor" cause. Under existing criteria, only about 34,000 workers have 
been certified eligible to apply for adjustment assistance; petitions of 
many more have been turned down. "While some workers might r. sceive 
somewhat lower cash benefits under the new system, easier access to 
assistance could increase the number of eligible workers, perhaps as 
much as five times. The new expeditious procedures will provide the 
benefits in time to be of real assistance.

In addition to cash benefits, improved service programs will be a 
permanent feature of the adjustment assistance program. The Secre 
tary of Labor will make every reasonable elTort to obtain counseling, 
testing, placement, and other supportive services through State agen 
cies to aid displaced workers in obtaining alternative employment. The 
Secretary shall also endeavor to assure the provision of appropriate 
training to trade-impacted workers under manpower and other serv 
ice programs on a priority basis when alternative employment is not 
available. Supplemental assistance payments for subsistence and trans 
portation expenses incurred while the worker is in training will be con 
tinued up to the same amounts now authorized under the Trade Ex 
pansion Act,

In addition to weekly benefits, there are several benefit allowances 
designed to help a worker adjust, which are a permanent part of the 
trade adjustment assistance p ogram for workers even after general 
Federal standards for unemployment insurance come into force.

A worker rnay receive a job search allowance of up to $500.00 to 
cover 80 percent of his costs if he must search for suitable employment 
outside of the commuting area in which he lives. If the worker does 
secure employment outside of his commuting area, he may receive a 
relocation allowance consisting of 80 percent of the reasonable and 
necessary expenses of transporting himself, his family, and household 
effects to the new location. He will also receive a cash payment equal 
to three times his average weekly wage or a maximum of $500.00.

Phase-out of the Federal roh in. providing special income mainte 
nance recognizes that the assistance required by workers can be better 
administered at the State level to reflect local conditions. "While the 
maximum duration of cash readjustment payments will be reduced 
under the new unemployment insurance system, the liberalized eligi 
bility criteria together with the streamlined delivery of assistance 
should provide assistance when it is most needed and can. be most 
effective.

TITLE III-RELIEF FROM UNFAIR TRADE PRACTICES

Title IH contains revisions to the four principal statutes which 
provide the President authority to deal with unfair trade practices 
of foreign countries or sellers 'abroad. The first concerns authority 
unler section 252 of the Trade Expansion Act to respond to unrea 
sonable or unjustifiable foreign trade restrictions or other acts which 
discriminate against or otherwise burden United States trade. The
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remaining provisions concern responses to unfair competitive practices 
in the import trade contained in the Antidumping Act, 1921, the coun 
tervailing duty law (section 303 of the Tariff Act of 1930), and sec 
tion 337 of the Tariff Act of 1930 with respect to patent infringement.

Section 301 expands the President's authority to deal with unfair 
foreign import restrictions, provides new authority to act against coun 
tries which limit United States exports through the use of export 
subsidies, and simplifies the conditions under which the authority may 
be used.

The proposed amendments of the Antidumping Act and the counter 
vailing duty law will serve to strengthen materially these statutes as 
instruments which can nullify the impact on United States industry 
and labor of unfair foreign trade practices, while at the same time, 
making the investigations conducted under these laws more efficient 
and fair. As tariff levels have been reduced over the years in successive 
rounds of multilateral negotiations, unfair trade practices have be 
come increasingly significant barriers to the unfettered flow of inter 
national trade. Accordingly, the legislative tools to cope with these 
practices need to be sharpened.

Amendments to the present law concerning patent infringement 
provide a more equitable system for dealing with imports which 
infringe United States patents. The Federal Trade Commission Act 
would also be amended by a companion bill which authorizes the 
FTC to investigate and regulate other unfair methods of competition 
such as monopoly practices in the importation of products into the 
United States.
Unfair Foreign Import Restrictions and Export Subsidies

Section 301 revises and extends the President's existing authority 
to restrict imports from countries which unreasonably or unjustifiably 
restrict our exports. Section 252 of the Trade Expansion Act pro 
vides such authority only under a complex array of conditions which 
vary according to the practices or exports involved. As the President 
stated in his transmittal message on this Act, the United States must 
be in a position to respond effectively and even-handedly to practices 
which unfairly prejudice our export opportunities abroad.

Section 252 of the Trade Expansion Act authorizes the President 
generally to withdraw concessions and, in some cases, to impose duties 
or other import restrictions on the products from a foreign country 
which maintains unjustifiable or unreasonable import restrictions 
which burden or discriminate against the United States trade. The 
principal authority is to impose or increase tariffs up to the statutory 
Column 2 rates of duty. In the case of unjustifiable import restrictions 
on our agricultural exports, the President may impose duties in excess 
of the statutory rates or impose other import restrictions, such as 
quotas, against the offending country.

The existing statute contains a number of defects. First, section 
252 gives the President greater legal authority to deal with unfair 
restrictions on agricultural than on industrial exports. The Trade 
Act of 1970, as approved by the House of Representatives and the 
Senate Finance Committee,' would have removed this distinction. 
Similarly, section 301 of this Act would remove this arbitrary dis 
tinction, giving the President full authority to deal with unfair for 
eign restrictions on both agricultural and industrial exports.
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Second, section 252 distinguishes "unjustifiable" from "unreason 
able" import restrictions. Unjustifiable connotes illegality, for ex 
ample, a violation of a country's obligations to the United States 
under the GATT or under a Treaty of Friendship, Commerce, and 
Navigation. The word "unreasonable" refers to acts which are not 
necessarily illegal or "unjustifiable."

Since trie effects on United States economic interests may be the 
same whether a restriction is unjustifiable or merely unreasonable, 
the President's authority to deal with "unreasonable" import restric 
tions should be the same as his authority to deal with "unjustifiable" 
ones. The GATT does not regulate a great variety of administrative 
practices which can be used to discriminate against United States 
exports. The President should also have authority to respond to these 
types of unfair acts.

The President's authority under section 252 to deal with unrea 
sonable import restrictions is qualified by the requirement that he 
have due regard for the international obligations of the United 
States. This requirement does not apply when the President is re 
sponding to unjustifiable import restrictions. The President should 
consider the international obligations of the United States in all 
cases, whether the acts complained of are unjustifiable or unreason 
able. However, disputes concerning the extent of international obliga 
tions should not limit the President's domestic legal authority to act 
on behalf of United States interests.

The President would resort to action which is inconsistent with in 
ternational obligations only after all other possible measures which 
are consistent were used and failed to remedy the problem. Even the 
action inconsistent with international obligations would only be taken 
on a matter of important principle and in the national interest. Exist 
ing provisions of the Trade Expansion Act authorize actions which 
could be breaches of United States international obligations. Section 
252 is one example of such a provision. This authority has been used 
only in one case, however, and never in a way which was inconsistent 
with our international obligations.

The third major change under section 301 is to broaden the Presi 
dent's authority beyond the withdrawal of trade agreement conces- 
sions^ Except in the case of restrictions on agricultural products, the 
President's retaliatory authority is limited under section 252 to the 
imposition of additional duties up to the Column 2 or statutory rates. 
In some cases these rates are very low. Whether the withdrawal of 
tariff concessions would be an effective remedy will vary in each 
case, depending on the 1930 rates applied to those products of which 
the offending country is the principal supplier. Section 301 removes 
this ceiling because it is both awkward and unpredictable. There might 
be cases in which a quota ^yould be a more effective remedy, for ex 
ample, if a foreign country imposes an illegal quota on certain United 
States exports.

The fourth change provides a new authority which would deal with 
the situation in which a foreign country unfairly subsidizes its ex 
ports to third-country markets, thereby displacing the sale of com 
petitive United States exports. The House of Representatives and 
the Senate Finance Committee approved such an amendment in the 
Trade Act of 1970. The GATT prohibits export subsidies and sane-
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tions the use of countervailing duties to offset the amount of the sub 
sidy. Export subsidies to third countries may, in certain cases, be just 
as injurious to domestic industries as subsidies on products exported to 
the United States.

Finally, section 301 explicitly authorizes the President to take 
actions on a MFN basis or only against the offending country. In most 
cases, action would be taken only against the offending country, as 
contemplated by GATT Article XXIII. However, cases might arise 
which warrant retaliation on a MFN basis, for example, under GATT 
Article XXVIII. Section 252 could be used on a MFN or non-MFN 
basis but contained no explicit language on this point.

The range of practices against wnich section 301 could be used in 
cludes all the practices covered by section 252 of the Trade Expan 
sion Act. For purposes of simplification, explicit reference was 
dropped to tolerance of international cartels and use of variable levies. 
Section 301 authority is applicable to these practices, however.
Antidumping Act

The proposed amendments to the Antidumping Act would make 
several technical and procedural changes. Recent administrative and 
procedural improvements initiated by the Treasury Department have 
resulted in a more rapid and efficient completion of investigations. 
The proposed amendments would codify some existing practices and 
provide for additional procedural and technical changes to improve 
further the administration of the Antidumping Act.

The proposed amendments would impose time limits for deciding 
cases under the Antidumping Act. The amendments would set a six- 
month or in more complex cases, a nine-month limit, from the date of 
publication of the Antidumping Proceeding Notice for a decision 
that dumping may be present (a tentative decision as to whether "sales 
at less than fair value are present). This would result in a nine- or 
twelve-month deadline for final action. These deadlines could be ex 
tended up to three months in particularly difficult ca^es provided the 
Secretary of the Treasury publishes a Federal Register notice of such 
an extension, indicating that the tentative fair value decision cannot 
reasonably be made within the aforementioned time limits. This 
change would incorporate into the Act nearly identical provisions of 
the Treasury's Antidumping Regulations wnich have been in effect 
since January 8 of this year. These changes assure prompt action by 
the Secretary of the Treasury, yet provide sufficient time for full and 
fair investigations.

Another amendment would require a hearing on the record before 
any final determination of the Treasury or Tariff Commission is made 
in an antidumping investigation. The subsection changes existing 
law with respect to hearings as follows: (1) hearings presently con 
ducted by the Treasury Department and the Tariff Commission will 
be required by the statute, in contrast to present procedures under 
which regulations issued by the Treasury Department and the Tariff 
Commission provide interested parties an opportunity to be heard 
only at the discretion of each agency; and (2) a transcript will be 
required of each hearing. No other change is contemplated in the 
present hearing procedures conducted by the two agencies.

The transcript of the hearing plus all papers filed in connection with 
the investigation would form the basis for the final determination
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and, with the exception of material accorded confidential treatment, 
would be publicly available. It is necessary, of course, to protect from 
disclosure confidential sales, production and similar information 
submitted in any case, the release of which would be likely to injure 
the competitive position of the person or firm supplying the informa 
tion. If foreign and domestic business interests could not be protected 
against the disclosure of such confidential information, they would 
be unlikely to be willing to furnish such information and the Treasury 
and the Tariff Commission would be unable to conduct fair and 
thorough investigations.

Also,, in order that interested persons may be more fully informed 
regarding the basis of decisions made by the Treasury Department 
and the Tariff Commission, the Department and the Commission 
would be required to publish, in their decisions, a detailed rationale 
for each determination, which would set forth the basis for the resolu 
tion of each material issue of law or fact.

There are also several technical amendments of the definition of 
"purchase price" and "exporter's sales price." First, the definition of 
purchase price would be amended to provide that any export tax be 
subtracted from purchase price rather than added to it, as is now the 
case, in making the necessary calculations for price comparison pur 
poses. This harmonizes the purchase price treatment of export taxes 
with that under the exporter's sales price definition which already 
provides for the subtraction of any export tax included in the price to 
the United States. This is necessary to'avoid leaving in the calculation 
of the price to the United States a distorting element which is not 
contained in the price in the home market. Ihis amend tnent would 
correct an error which has existed in the statute since its original 
enactment and which artificially reduces or eliminates any dumping 
margin that would otherwise exist.

Second, the definition of both "purchase price" and "exporter's 
sales price" would be amended to harmonize the treatment of foreign 
tax rebates with the present administrative treatment of tax rebates 
under the countervailing duty law. This would insure that tax rebates 
of the type considered bounties or grants under the countervailing 
duty \IL\\ would not be allowed to distort price comparisons made under 
the Antidumping Act. No adjustment to the advantage of the foreign 
exporter would oe permitted for rebates of taxes unless the direct 
relationship between the rebated tax and the exported product or its 
components could be demonstrated. For example, if the exported 
product benefited from the rebate of a tax on the mortgage on the 
plant that produced the product, that rebate could not be used in the 
calculation of dumping to reduce the dumping margin.

Third, the purchase price and exporter's sales price provisions 
would be amended to assure that merchandise benefiting from tax 
rebates which the Secretary of the Treasury had already determined 
to be a bounty or a grant, and therefore subject to a countervailing 
duty, would not be unfairly penalized by being subject to antidumping 
duties as well, by virtue of the same tax rebate.

The exporter's sales price provisions of the Antidumping Act would 
also be amended to provide that when merchandise wnich is the sub 
ject of an antidumping investigation or finding, is imported by a per 
son or corporation related to the exporter and subjected to further
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processing before being resold to an unrelated purchaser in the United 
States, the additional value of such processing or added materials will 
be subtracted in computing exporter's sales price. This amendment 
\vould harmonize the statute with the present administrative practice 
of the Treasury Department and remove any doubt that merchandise 
imported in an exporter's sales price situation and changed in form or 
condition before being resold to an unrelated purchaser is within the 
purview of the Act.
Countervailing Duty Law

Section 330 makes several important changes in the present coun 
tervailing duty statute. This law presently requires the Secretary of 
the Treasury to assess additional duties on dutiable imports bene 
fiting from bounties or grants.

First, the countervailing duty law would be extended to cover duty- 
free imports, including imports which are duty free as a result of 
preferential treatment under Title VI of the Act. However, coun 
tervailing duties would only be assessed on duty-free imports if the 
Tariff Commission determined that the subsidized imports caused 
material injury to United States industry. The present law's exemption 
for duty-free merchandise makes little sense today, especially after 
successive rounds of tariff reductions, through wMoii some items of a 
competitive nature became duty free.

This injury requirement will apply only so long as such a determi 
nation is required by the international obligations of the United 
States, i.e., under the GATT. The GATT requires a material injury 
determination in countervailing duty cases. However, the United 
States countervailing duty law was in existence at the time GATT was 
created and the absence of an injury requirement is consistent with 
United States GATT obligations because of the GATT's "grand 
father clause" which allows the continued application of certain man 
datory legislation pre-dating the GATT. This statutory provision 
complies with the technical requirements of the GATT without prej 
udicing the position that the United States may finally take inter 
nationally on the question of the role of injury requirements in 
countervailing duty actions.

Second, a 12-month statutory time limit is established for reaching 
decisions after the formal coimtervailing duty investigation is opened. 
The initiation of the formal investigation is signified by publication 
of a Countervailing Duty Proceeding Notice in the Federal Register. 
Treasury's Countervailing Duty Regulations would be amended so 
as to provide for pxiblication of such a notice generally within 30 days 
after the receipt in satisfactory form of information relating to the 
payment or besto\val of a bounty or grant on exports to the United 
States. This time limit would apply only to information received after 
the date of enactment of the statute. We believe that twelve months 
would be an adequate period for all issues to be resolved.

Third, the Secretary of the Treasury would be authorized to re 
frain from countervailing merchandise subject to effective quantita 
tive limitations on its exportation to, or importation into, the United 
States should he consider such limitations an adequate substitute for 
countervailing. This section is designed to avoid the excessively re 
strictive effect that a countervailing duty might have on merchandise
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already subject to a quota or restraint arrangement. The Secretary 
of the Treasury woula have discretion to determine that countervail 
ing in a particular case would be significantly detrimental to the 
economic interests of the United States.
Unfair Methods of Competition

Section 337 of the Tariff Act of 1930 declares unlawful unfair 
methods of competition in the import trade, the effect or tendency 
of which is to seriously injure a domestic industry or to monopolize 
trade and commerce in the United States. The Tariff Commission is 
empowered to investigate alleged violations of the statute and to 
report its findings to the President. If the President is satisfied that 
the statutory criteria have been met, he must direct the Secretary of 
the Treasury to issue an exclusion order barring the importation of 
the goods involved in the unfair acts. Pending a full investigation, 
the President may direct the issuance of a temporary exclusion order 
in which case the goods can be entered under bond payable to the 
United States.

Although the Congress, in enacting section 337 in 1930, intended 
that the statute have a broad scope and cover all unfair methods of 
competition in the import trade, virtually all of the cases under this 
section have involved patent infringement, that is, the unlicensed im 
portation of articles falling within the claims of a United States 
patent. The effect of the amendments is to limit the statute to patent 
infringement cases. A companion bill will authorize the Federal Trade 
Commission to issue exclusion orders in respect of other unfair 
methods of competition in the importation of products which are 
causing injury to a domestic industry or which are impairing com 
petition or monopolizing trade and commerce in the United States.

Section 337 as a patent infringement statute contains certain 
anomalies. In particular, the need to show that an industry has been 
injured and that the industry in question was economically operated 
are not relevant to the question of patent infringement. In addition, 
it is inappropriate to require a Presidential determination in such 
cases. The purpose of section 337 should be to provide patent holders 
with an effective remedy against infringing imports. This remedy, 
an exclusion order against all imports infringing a United States 
patent, should also more closely approximate the relief available to 
a patentee who seeks to enjoin patent Infringement by domestic 
manufacturers.

A court will not enjoin infringement unless the patent is beyond 
question valid and enforceable. Therefore, section 350 preserves the 
respondent's right to challenge the validity or enforcesbility of the 
complainant's patent in the Federal courts. Thus, the Commission 
will defer to the courts on the question of patent validity whenever 
the patent involved is being seriously challe iged in a pending suit. 
However, in order to protect the patentee, the Commission would 
consider whether or not the importation constituted an infringement 
assuming the validity of the patent. If the Commission, found in 
fringement, it would issue exclusion orders conditional on the results 
of the court proceedings and permit imports under bond payable to 
the patentee.

The present statute permits the issuance of a temporarj' exclusion 
order (pending completion of the full investigation) and in such cases
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imports are permitted under bond, running to the United States Gov 
ernment, in an amount equal to the value of the merchandise. Given 
the basis on which the bond is computed, a temporary exclusion order 
has the effect of an embargo. The solution contained in section 350 is 
to permit imports under bond payable to the patentee, based on such an 
amount as will protect the patentee's interest. For example, if the 
patentee's normal royalty is five percent of the value of the goods, 
that would be one measure of the amount of the bond, and it is espe 
cially appropriate that the bond run to the patentee rather than to the 
United States Government.

Although the present statute provides for judicial review of a Tariff 
Commission determination in the Court of Customs and Patent Ap 
peals, there is a serious legal question as to whether the Court has ju 
risdiction to take such cases, since the Commission's determination now 
takes the form of advice to, and is not binding on, the President. Sec 
tion 350 eliminates this legal question and clearly provides for judi 
cial review in the Court of Customs and Patent Appeals,

TITLE IV—INTERNATIONAL TRADE POLICY MANAGEMENT

Title IV contains a number of authorities for the President and 
limitations on Presidential action which should be made part of per 
manent law. Some of the authority requested is implicit in existing 
law, but should be clarified. Other authorities existed under the Trade 
Expansion Act but have lapsed. In addition, some new provisions are 
requested to deal with economic problems which are broader than 
strictly trade matters.

First, the President should have explicit and more flexible author 
ity to deal with serious balance-of-payments problems. Trade restric 
tive measures should be used in only exceptional cases* as one remedy 
for basically monetary problems. However, the raising or lowering of 
import barriers on a temporary basis can sometimes provide an addi 
tional effective measure to complement monetary measures for correct 
ing a serious balance-of-payments deficit or persistent surplus.

Second, the President requires certain permanent authorities to 
manage and administer the trade agreements program in an effective 
and efficient manner. These authorities would enable the President to 
exercise fully our rights and obligations under the GATT. Authority 
to enter into supplementary trade agreements of limited scope could 
provide increaseo. market access for United States exports after the 
broader tariff authority under Title I expires. Authority to compensate 
for the withdrawal of concessions under trade agreements would en 
able the United States to fulfill its obligations to foreign countries. 
Authority to reduce trade barriers on articles which are not available 
in sufficient quantity to meet domestic demand would help curb infla 
tionary pressures. Authority to terminate trade agreement actions at 
any time would also be continued. In addition, a permanent authoriza 
tion is needed for annual appropriations to finance the United States 
contributions to the GATT.

The principle of most-favored-nation treatment should be reen- 
acted as basic to the trade agreements program. Articles subject to im 
port relief or national security measures are reserved from reductions 
in duties or other import restrictions while such actions are in effect.
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There is provision for public hearings with respect to various actions 
under this Title.
Balance-of-Payments Authority

Section 401 provides explicit and flexible authority for the Presi 
dent to impose a temporary import surcharge or other import limita 
tions to deal with a serious balance-of-payments deficit, or to cooperate 
in correcting an international balance-of-payments disequilibrium. It 
also provides explicit authority for the President to reduce or suspend 
tariffs or other import restrictions temporarily in the case of a per 
sistent balance-of-payments surplus.

The Executive Branch does not have explicit authority at present 
to take appropriate action for most of these purposes. Existing au 
thority in the Trade Expansion Act limits the maximum import sur 
charge to the statutory Column 2 rate of duty for each commodity. 
Therefore, it effectively precludes uniform application. No satisfac 
tory authority exists for imposing quotas across-the-board, nor for 
reducing restrictions when the balance-of-payments is in surplus. Un 
der present legislation it would be difficult for the United States to 
cooperate effectively in international action to facilitate world pay 
ments equilibrium through the use of import restraints.

The requested authority would give the President needed tools to 
take effective action to achieve and maintain equilibrium in the United 
States balance-of-payments. Recurrent crises in international mone 
tary affairs in recent years, and the massive deterioration in the 
United States external position testify to the need for a more effective 
and efficient adjustment process. The structure of exchange rates which 
has resulted from the exchange rate realignments of December 1971 
and earlier this year provide a framework for improving the United 
States trading accounts and restoring confidence in the dollar. But 
exchange rate changes alone cannot assure either that equilibrium will 
be achieved or maintained. A comprehensive approach is required, 
which includes control of domestic inflation, improved access to for 
eign markets for United States exports, and basic reforms of the 
international economic system. Adequate authority to take appropriate 
action in the trade field is an important element in any program to 
assure balance-of-paymenta equilibrium.

The authority under Section 401 to impose restrictive measures in 
the case of a serious United States balance-of-payments deficit is 
prudent and necessary. The United States seeks a monetary system in 
which there are strong disciplines against large and persistent pay 
ments imbalances, and hopes that direct trade restrictive measures 
will prove less rather than more necessary. The intractability of dis- 
equilibria in international trading accounts in the past suggests, how 
ever, that use of authority of this nature cannot be excluded. Explicit 
authority for action may in itself also serve to encourage a more effec 
tive adjustment process.

The authority would be utilized only temporarily and in exceptional 
circumstances. These circumstances are defined as those in which (a) 
a substantial balance-of-payments deficit exists on the average over a 
period of four consecutive calendar quarters; or (b) there is a serious 
decline in absolute terms in the United States net international mone 
tary reserve position; or (c) a significant alteration in the foreign ex-
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change value of the dollar has or threatens to take place; and (d) 
there is an expectation that one or more of these conditions would 
persist in the absence of corrective measures.

The authority would not be used to prevent disruption of domestic 
markets by imports. The use of this authority with respect to a sig 
nificant change in the exchange rate of the dollar includes a situation 
in which a temporary surcharge might be a more appropriate measure 
than permitting an immediate depreciation in the exchange rate of 
the dollar. This provision is not intended, however, to provide author 
ity to counter long-term trends in foreign exchange markets.

United States cooperation in correcting a balance-of-payments dis 
equilibrium as reflected in payments positions of other countries would 
be authorized when allowed or recommended by the IMF. Multilateral 
cooperation could include, for example, the implementation of joint 
actions to limit imports from a country running large and persistent 
surpluses if that country did not take measures to correct its payments 
disequilibrium.

This provision is closely related to Administration proposals for 
international monetary reform. These proposals call for a system of 
effective and symmetrical incentives for surplus and deficit countries 
to take action to correct prolonged and excessive payments imbalances. 
Pressures on deficit countries would in large measure already exist, 
although we would nevertheless envisage that international concern 
and action could come into play in the case of prolonged deficits and 
the absence of corrective measures. In the case of surpms countries, it 
would normally be expected that they would not delay adjustment 
as in the past. However, additional means to induce adjustment by 
surplus countries may be needed. Provision for cooperative action by 
countries .to protect their interests against a surplus country refusing 
to adjust is necessary in a reformed international monetary system.

In the United States proposals for monetary reform, international 
action to induce adjustment would take effect if by objective standards 
(United States proposals call for use of disproportionate reserve 
changes) a surplus country's reserves rose to a specified level for a 
specified period and an adequate program of adjustment were not in 
place. We have proposed specifically that IMF rules might authorize 
or call upon other countries to impose general import taxes or sur 
charges against a country refusing to adjust. Such actions could be 
avoided, or postjponed, only if the IMF made a positive finding they 
were not warranted on the basis of an agreed program of adjustment 
by the surplus country concerned. If the surplus continued despite the 
agreed program, authorization for sanctions would take effect after 
a further period. In any event, the IMF would review the country's 
position periodically, and make such recommendations and authoriza 
tions as it deemed appropriate.

Section 401 specifically authorizes the President to impose a tem 
porary surcharge in the form of duties on any dutiable or duty-free 
articles as well as to limit imports of such articles temporarily through 
the use of quotas. Imposition of quotas to deal with balance-of-pay 
ments problems are permitted by international agreements to which 
the United States is a party. While providing an option to impose 
quotas, the request for authority reflects a conviction that when short- 
term trade restraints are to be used by countries such price-based
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measures as surcharges will usually be preferred. Trading rules, as 
reflected in Article XII of the GATT, in envisaging solely the use of 
quantitative restrictions to meet balance-of-payments needs, have not 
kept .pace with national preferences on policy instruments, or with 
the change in trading practices toward less reliance on quantitative 
restrictions. International rules should be modified to reflect these 
preferences.

Section 401 sets forth the principle that an import surcharge should 
be applied on a MFN basis, and quotas applied on a basis which shall 
aim at a distribution of trade approaching that which foreign coun 
tries might expect in the abse ;e of quotas. In most cases MFN appli 
cation of the trade measures authorized by this section would appear 
to be most appropriate and most effective. Deviation from the MFN 
principle and selective application of measures is authorized in certain 
circumstances. The President is to consider the relationship of such 
action to the international obligations of the United States.

Actions taken under the balance-of-payments provision must be 
applied uniformly to a broad range of imported products. However, 
the President may exempt certain articles because of the needs of the 
United States economy reflected in such considerations as the unavail 
ability of domestic supply at reasonable prices and the necessary im 
portation of raw materials. The authority to implement import re 
stricting measures or to exempt particular products from such meas 
ures cannot l)e used for the purposes of protecting indh idual domestic 
industries from import competition.

If the President exercises his authority to impose quotas, imports 
of the articles cannot be limited to a level less than the quantity or 
value imported during the most recent period which the President de 
termines to be representative. Since the quotas are for balance-of- 
payments purposes and not designed to alter trends in the growth 
of imports of particular products, any increase since the end of the 
representative period in domestic consumption of the articles and of 
like or similar articles must also be taken into account.

The authority for the President to reduce or suspend temporarily 
tariffs or other import restrictions in the case of a persistent balance- 
of-payments surplus is the logical counterpart of the authority to take 
action to protect the United States position in the case of balance-of- 
payments deficits. The tests for surpluses are symmetrical to the tests 
for deficits.

It is important that the rules of the international economic system 
provide incentives for surplus countries to take liberalizing actions 
to deal with payments surpluses, and that the United States have 
authority to take such action should appropriate occasions arise. Ad 
ministration proposals for monetary reform are designed to encourage 
surplus countries to liberalize by bringing additional pressures to bear 
for adjustment. The rules should not operate as they tend to now, 
primarily to make countries reluctant to liberalize unilaterally be 
cause of possible impairment of their bargaining position in future 
trade negotiations. As a strong proponent of effective discipline for 
surplus countries, the United States should be able to argue the case 
from a position of being able to take similar action itself should the 
circumstances arise.
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The options available to surplus countries under pressure to adjust 
are, of course, not limited to trade liberalization. For example, coun 
tries may be encouraged to remove controls on the outward now of 
capital, to provide concessional untied aid, or to revalue. Under such 
circumstances, it is important that countries, including th} United 
States, have a full range of tools so that freedom of action iy not cir 
cumscribed.

It is unlikely that the United States will for some time be in a posi 
tion where it would find it desirable to take action to temporarily re 
lieve a balance-of-payments surplus. In light of the large deterioration 
in our external position which has taken plac*.. the United States not 
only has to return to balance-of-payments equilibrium but run mod 
erate surpluses.
Withdrawal, of Concessions and Similar Adjustments

Section 301 of the Act, which revises and expands section 252 of 
the Trade Expansion Act, provides authority for the President to in 
crease or impose duties or other import restrictions in retaliation 
against unfair foreign trada practices. There are a number of other 
circumstances under which GATT rules grant a country the right to 
withdraw or suspend tariff concessions to another country under a trade 
agreement, or to tei urinate an agreement. These circumstances are cov 
ered by the provisions under section 402.

The withdrawal or suspension of tariff concessions generally has 
three types of uses. A country has the right to make offsetting with 
drawals in cases where another country has withdrawn concessions 
under a trade agreement and has not provided satisfactory compensa 
tion. For example, if a foreign country renegotiates a 'trade agreement 
under Article XXVIII, or withdraws concessions in the formation of 
a new customs union under Article XXIV :6, involving increases in 
duties bound in the GATT affecting United States exports, the United 
States has the right to make offsetting withdrawals of concessions if 
a settlement is not reached on satisfactory compensation by the other 
country. At the present time, the United States and other affected 
countries are negotiating to obtain compensation for tariff increases 
on bound items in the three countries acceding to the European 
Communities.

The United States also has the right to initiate a unilateral with 
drawal of tariff concessions from a foreign country under Article 
XXVIII, which may involve the imposition or increase of tariffs or 
other import restrictions. The United States exercised its rights under 
Article XXVIII in 1971 to establish a tariff quota on stainless-steel 
flatware.

Withdrawals may also be multilateral in form. For example, multi 
lateral offsetting action might be called for against a country whose 
trade measures cause damage to the trade of third countries in order 
to obtain its compliance with international rules. The Contracting 
Parties could authorize collective action under Article XXIII.

The purpose of rection 402 is to provide additional flexibility in 
existing law to enable the President to exercise United States rights 
and obligations as fully as foreign countries under the GATT and 
other international trade agreements, so as to protect United States 
trading interests in the context of 'the procedures of GATT or other 
trade agreements.
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Section 402 of this Act provides two basic authorities, however. 
First, as described above, it provides authority to withdraw or suspend 
concessions or other trade obligations and to increase or impose tariffs 
or other import restrictions where the United States has the right 
to do so under international trade agreements. In other words, it 
enables the President to give domestic legal effect to the withdrawal, 
suspension, or termination of trade agreement concessions to any 
foreign country in the exercise of our international rights and obli 
gations. The authority enables the President to react to actions by 
other countries and also to implement the withdrawal of United States 
concessions under the renegotiation rights of the GATT.

If the withdrawal or termination takes the form of imposing or 
increasing tariffs, the new duty rate may be set at any level op to 50 
percent ad valorem or 50 percent ajbove the statutory rate of duty, 
whichever is greater. For example, if the present tariff is 20 percent 
and the Column 2 rate is 40 percent, a new tariff could be set at any 
level between 20 and 60 percent. Tariff increases may be applied tem 
porarily, and then returned to prior, concession levels. Section 402 
does not contain independent authority to decrease tariffs although 
the suspension of a previously negotiated tariff increase, which have 
been rare in the past, could have this effect.

The use of this authority will be limited to matters pertaining to 
pur rights and obligations under international trade agreements. It 
is not the intention to use this authority either as a substitute or ex 
tension of other authorities under this or other Acts. It would not be 
used, for example, as an additional avenue to provide import relief, 
or to impose a surcharge.

Much of the authority contained in section 402 already exists in 
current law, in the termination authority contained in section 255 
of the Trade Expansion Act and the implementing authority contained 
in section 201 (a) (2) of that Act. Section 402 of the proposed act is 
explicit, however, on questions of partial withdrawal of concessions 
(setting intermediate roles between those presently in existence and 
those previously in existence) and terminating for a time, that is, sus 
pending, obligations or concessions. This explicit authority in section 
402 is necessary to clarify these technical issues which hinder flexible 
administration of the trade agreements program.

The second basic authority under section 402 enables the President 
to maintain existing duty levels or other import restrictions even if a 
trade agreement with another country is terminated. Existing author 
ity does not explicitly provide for the unbinding of tariff rate con 
cessions without increasing the tariffs subject to the concessions. 
Specific authority to maintain concessions in the absence of a trade 
agreement would have been useful in at least one case where a trading 
partner notified termination of its bilateral agreement with the United, 
States. It is not in the United States interest to have its rates of duty 
dependent upon foreign governmental actions. There is also the 
possibility that a trade agreement might be terminated but the parties 
would choose to maintain their tariff concessions in the absence of a 
trade agreement. The United States should also be able to apply its 
concessions rates on the basis of de facto mutual benefit, perhaps 
pending the renegotiation of a terminated trade agreement.
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Any decision to deviate fiom the application of this authority on 
a most-favored-nation basis would have to be made consistently with 
all United States international obligations. If more than one inter 
national obligation is involved and they are inconsistent, the obliga 
tion applicable to the particular case would be determined by inter 
national law. Public hearings must be held concerning uny authority 
used under section 402 if requested by any interested person within 
90 days after the action is taken.
Supplemental Tariff Agreements

The purpose of section 403 is to provide permanent authority for the 
President to negotiate with foreign countries and implement supple 
mental tariff agreements of limited scope. This authority would be 
most useful after the expiration of the broad tariff negotiating au 
thority under Title I. It would enable the President to take action as 
may be necessary or advantageous for the administration of the trade 
agreements program. Authority for this purpose under section 201 of 
the Trade Expansion Act lapsed on June 30,1967.

The authority would permit a limited number of small arrange 
ments. It could be used; for example, to remove tariff discrepancies 
or anomalies without economic rationale which may come to light only 
after new tariff schedules enter into operation after a major trade ne 
gotiation. There might also be opportunities from time to time for the 
President to negotiate a limited agreement to reduce a limited num 
ber of tariff rates in return for improved market access for United 
States exports. Separate authority is provided under section 404 for 
the granting of tariff concessions for purposes of compensation.

Implementation of supplemental agreements may take the form of 
increases or decreases in duties, imposition of tariffs on duty-free prod 
ucts, or the continuation of existing tariff or duty-free treatment. 
These agreements can only be of limited scope. Duties cannot be re 
duced below 20 percent of their existing level. The reductions could be 
staged over a five-year period. Duties cannot be increased to more than 
50 percent ad valorem or 50 percent above the statutory rate, which 
ever is greater.

Furthermore, any duty reductions or the continuation of duty-free 
treatment under these agreements car Jiot cover more than two per 
cent of the total value of United States imports during the most re 
cent twelve-month period. Five years must elapse before the same ar 
ticles can be subject to a second such agreement under this section. The 
agreements cannot involve tariff reductions on articles which are sub 
ject to import relief actions or national security actions. Public hear 
ings must'be held prior to the conclusion of any agreements.
Compensation Authority

Under GATT rules a country that withdraws tariff concessions, or 
increases duties which have been bound against increase, or imposes 
other import restrictions is subject to retaliatory action by other coun 
tries unless it restores the general level of concessions with respect to 
the trade of countries adversely affected by the action. The country tak 
ing action must enter into negotiations with the countries affected and 
usually has to grant new concessions as "compensation" to replace 
those withdrawn in an equivalent amount. If a renegotiation settle-



168

ment cannot be reached, that is, if the compensation is not forthcom 
ing or is not judged adequate, the affected country has the right to 
retaliate against the country taking the initial action by withdrawing 
concessions of its own of an equivalent amount.

Section 402 provides .athority for the President to impose or in 
crease duties when a foreign country withdraws trade agreement con 
cessions and does not provide adequate compensation to restore the 
mutual balance of concessions. Section 404 provides authority for the 
opposite situation, that is when the United States withdraws trade 
agreement concessions and is required by international obligations to 
compensate foreign countries adversely affected or face possible re 
taliation. The authority would be used primarily with respect to im 
port relief measures imposed under section 203 to maintain the level 
of mutually advantageous concessions. It could also be used if retalia 
tion on a most-favored-nation basis against unfair trade practices of 
a foreign country under section 301 adversely affects an innocent third 
country. The withdrawal of concessions under section 402, some sup 
plemental agreements under section 403 which involve duty increases, 
and the termination of an agreement by the United States under sec 
tion 408 could also reqir.xe payment of compensation.

In these circumstances the President would provide foreign coun 
tries lu ving an export interest involved in the action an opportunity 
to consult with respect to concessions which might be granted as 
compensation, to the extent required by international obligations. 
The President may decrease tariffs or continue existing duty or excise 
treatment as compensation to restore the overall balance of concessions. 
Any duty reductions are limited to 50 percent below the existing 
rate, and may be staged if appropriate. The limitation does not apply 
to duties of five percent or less. Duties would not be reduced on any 
article which is subject to import relief measures or national security 
action. Public hearings would be held prior to the conclusion of any 
agreement involving tariff reductions.

Until June 30,1967, when the tariff reduction authority of the Trade 
Expansion Act expired, the President had authority to compensate 
foreign countries for the withdrawal of concessions for import relief 
or other purposes. A permanent compensation authority has not been 
requested previously by the Administration since it was not anticipated 
that the President would lack authority to reduce tariffs for an long r*s 
six .vears. The President should have'a permanent compensation au 
thority in order to comply with international oblijrations which con 
tinue after the expiration of tariff reduction authority and to conduct 
orderly relations with our trading partners. This "compensation" 
authority should be coextensive with the President's authority to take 
trade restrictive actions.
Suspension of Import Barriers to Restrain Inflation

On March 30,1973 the President submitted legislation to the Con 
gress to provide a new, permanent authority to reduce certain trade 
barriers as one means to curb inflation. Section 40a ;s identical to this 
proposal.

In periods of sustained or rapid price increases, the lowering of trade 
barriers on articles available in insufficient supply to meet domestic 
demand can provide an effective tool to restrain inflation. Section 405
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provides the President authority to reduce or suspend duties, or to in 
crease the level of imports which enter under quota to the extent appro 
priate to achieve the purpose.

This authority would be used judiciously in the national interest. 
The authority cannot apply to articles which are subject to import 
relief or national security actions. Trade restrictions also would not 
be lowered on particular articles if the President determines that 
it would cause material injury to firms and workers in a domestic 
industry or impair the national security. Actions also cannot apply 
to more than 30 percent of total United States imports of all articles 
during the period they are in effect. Any action under this authority 
can only remain in effect one year, unless extended by Congress.
Termination Authority

It is necessary to provide the President with unconditional authority 
to suspend or fully terminate trade agreement actions. This authority 
has been a traditional part of the trade agreements program. It is 
impossible to specify in advance when it would bd appropriate to 
use the termination authority. The most predictable example of when 
the domestic implementation of a trade agreement might be termi 
nated is when the trade agreement itself comes to an end. But other, 
less predictable, occassions have called for use of this authority. The 
invasion of Czechoslovakia in 1948 caused the President to terminate 
the application of trade agreement rates of duty to that country al 
though the trade agreement was still in effect.

The power to terminate includes the lesser powers to terminate 
for a limited period of time, i.e., to suspend; to terminate in part by 
imposing new rates intermediate between the rate previously applied 
and the original statutory (Column 2) rate; and to terminate in part 
by imposing new rates on certain items included in a proclamation 
and not on others.

TITLE V—TRADE RELATIONS \VITH COUNTRIES NOT ENJOYING MOST- 
FAVORED-NATION TREATMENT

Title V authorizes the President, when he determines it to be in the 
national interest, to enter into commercial agreements with countries 
presently denied MFN treatment (and thereby subject to Column 2 
rates of O.uty), and to extend MFN treatment in return for reciprocal 
concessions. The President may also extend MFN treatment to coun 
tries which accede to the GATT. Any commercial agreement that 
provides for MFN or any extension of MFN treatment to a country 
which has acceded to the GATT may, before it becomes effective, be 
vetoed by the resolution of an absolute majority of either House of 
Congress.

All non-Communist countries presently receive MFN treatment. 
Prior to 1951, the United States extended the benefits of MFN treat 
ment to all countries. At the height of the Korean War, Congress with 
drew MFN treatment from all Communist countries, other than 
Yugoslavia. In 1960, President Eisenhower restored MFN treatment 
to Poland on the grounds that it was no longer, in the >vords of the 1951 
statute, "dominated or controlled by the foreign government or for 
eign organization controlling the world Communist movement". At
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the present time MFN treatment is denied to all Communist coun 
tries, other than Poland and Yugoslavia, pursuant to section 231 of 
the Trade Expansion Act of 1962.

Clearly our political and economic relations with Communist coun 
tries have undergone a major change since the early nineteen-fifties. 
At that tune our trade with the Soviet Union and the East European 
countries was very small, largely as a result of legal barriers, govern 
ment policy, and popular feeling in the United States. In 1958, for 
example, President Eisenhower rejected Premier Khrushchev's offer 
of a comprehensive Soviet-American trade agreement, which included 
many types of peaceful goods which the Soviet Union wanted either 
to purchase or offer for sale in the United States.

Since 1966, popular feeling toward trade with Communist countries 
has undergone a radical transformation and both the Administration 
and the Congress have liberalized a number of le;?al barriers to such 
trade, liven the changes that have taken place in East-West relations, 
trade should no longer be viewed as a political weapon by either group 
of countries. Rather, increased trade between Western and Communist 
countries can be linked to the achievement of a stable peace and in 
ternational order. Moreover, the prospective trade benefits to the 
United States are increasingly clear. United States exports of agri 
cultural and high-technology industrial products, in particular, cor 
respond generally to the import needs of Communist countries. Their 
exports to the United States are likely to remain rather limited even 
with MFN treatment.

Congress 'has encouraged increased trade with Communist coun 
tries. This is most clearly reflected in amendments made to the Export 
Control Act in 1969 and in 1972. In 1971. Congress repealed an amend 
ment which had restricted the authority of the President to authorize 
the Export-Import Bank to extend credit in connection with purchases 
by Communist countries.

The Nixon Administration has done a great deal to open avenues 
of trade with Communist countries. The embargo on trade with China 
has been fully terminated. The export control regulations have been 
progressively liberalized. Most important, the Administration con 
cluded a majvM trade agreement with the Soviet Union in 1972. These 
efforts to normalize relations have generally been wsjll received by the 
Congress.

Communist countries consider the denial of MFN treatment to be 
the out*".anding economic issue in their relations with the United 
States. Imports from most Communist countries are now subject to 
duty rates established in the Smoot-Hawley Tariff Act of 1930. In 
contrast, products of all other countries are subject to a schedule of 
duties which have been greatly reduced in a series of bilateral and 
multilateral trade negotiations from 1934 through 1967.
Bilateral Commercial Agreements

The Administration does not propose the automatic restoration of 
MFN treatment to Communist countries The United States would 
grant MFN treatment in return for a variety of concessions which 
would facilitate the position of American firms doing business with 
Communist state-trading agencies. For example, under the trade 
agreement with the Soviet Union which would be implemented under
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this title, the Soviet Union has agreed that all currency payments will 
be in U.S. dollars or in freely convertible currencies. It has also agreed 
to improve facilities for American businessmen to conduct their 
affairs in the Soviet Union, to encourage the principle of third-country 
arbitration, to take steps on our request to prevent disruption of our 
domestic market and to pay their lend-lease obligations. Separate ne 
gotiations are underway with respect to copyright matters and the 
protection of industrial rights and processes.

It is intended that reciprocal MFN treatment in trade agreements 
with Communist countries should take the form of a series of par 
ticular non-discriminatory, or "fair treatment", provisions relating 
to specific areas of trade relations.

Any commercial agreements under Title V must contain certain 
mandatory provisions. A bilateral agreement must be limited to an 
initial period of not more than three years. It can be extended only if 
the President determines that a satisfactory balance of trade con 
cessions has been maintained during the life of the agreement, and 
that any future benefits granted will be fully reciprocated by the 
other party.

Second, a bilateral agreement must be subject to suspension or termi 
nation at any time for national security reasons, and must not limit 
pur right to take any action required for the protection of our security 
interests. In this connection, this title does not in any way affect the 
U.S. system of export controls or international arrangements, such as 
the COCOM agreement, for the embargo of exports to Communist 
countries which are of military significance.

Third, a bilateral agreement must provide for consultations for the 
purpose of reviewing the operation of the agreement.
Multilateral Trade Agreements

The title provides that the President may extend MFN treatment, 
without the necessity of concluding a bilateral agreement, to a country 
currently subject to Column 2 rates of duty which has become a party 
to an appropriate multilateral trade agreement to which the United 
States is also a party. At the present time, this provision applies to 
countries which become members of the GATT. The various obliga 
tions which a state-trading country assumes under the GATT are simi 
lar in some cases to those which would apply under a bilateral com 
mercial agreement.

For example, when Poland became a member of the GATT, the 
accession protocol included the following provisions:

(1) An understanding by Poland that it would increase im 
ports from contracting parties as a whole at an average rate of 
at least seven percent per annum;

(2) Bilateral consultations should Poland or any contracting 
party request them, with provision for either Poland or the con 
tracting party to suspend GATT obligations toward the other if 
further consultations with the contracting parties as a group do 
not lead to a settlement;

(3) Action by a contracting party to restrict imports from 
Poland on a non-MFN basis should they cause or threaten serious 
injury to domestic producers and should consultations fail to 
resolve the issue;
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(4} A clause permitting contracting parties which maintain 
discriminatory quantitative restrictions inconsistent with the 
GATT to continue to apply them provided that the inconsistency 
is eliminated by the end of a transitional period of unspecified 
length; and

(5) Annual consultations on Poland's import targets and ac 
tions by contracting parties to remove quantitative restrictions on 
imports from Poland.

The Romanian accession protocol is similar to that of Poland. How 
ever, it does not permit a contracting party to restrict imports on a 
non-MFN basis. The United States cannot assume GATT obligations 
toward Romania or any other communist country until Congress au 
thorizes MFN treatment, so the United States has invoked Article 
XXXV of the GATT excepting Romania from United States GATT 
obligations.

Hungary, which is currently negotiating accession, has a tariff sys 
tem which is an integral part of its economic system. Tariff reductions 
are currently being negotiated individually with other GATT mem 
bers as part of its accession.

Poland and Yugoslavia already receive MFN treatment. Currently, 
the potential candidates for MFN treatment under the authority with 
respect to GATT merrtbers are Romania, Hungary, and Czechoslo 
vakia. If other Communist countries accede to GATT. the President 
could also choose whether to extend MFN treatment to any of them 
on the basis of the terms of their accession to GATT or to conclude a 
separate bilateral agreement. This decision would be made on a case- 
by-case basis, in the light of the obligations assumed by the particular 
country under GATT and the extent to which additional concessions 
might be obtained.

In either case, the extension of MFN treatment is subject to veto by 
the authorized membership of either House of Congress within 90 
days after the President submits the agreement to the Congress. Ex 
tensions of bilateral agreements, once the initial term has run, are not 
subject to the veto procedure.
Market Disruption

It is not foreseen that there will be extensive injury to domestic in 
dustries due to increased quantities of imports from countries granted 
MFN treatment under this title. However, section 505 provides an ap 
propriate basis for dealing with imports from countries with state- 
directed economies if injurious competitive pressures are incurred 
from time to time by domestic producers.

Section 505 contains separate criteria from those under Title II for 
determining eligibility for relief with respect to imports from coun 
tries receiving MFN treatment under Title V. A petition may be filed 
with the Tariff Commission or an investigation otherwise initiated 
under section 201 with respect to such imports. In its investigation, the 
Commission will determine whether there is, or likely to be material 
injury to a domestic producer of a like or directly competitive article, 
and whether such imports are causing market disruption. Material 
injury is intended to be a lesser degree of injury than serious injury, 
the standard in section 201. The Commission must find both material 
injury and market disruption for the domestic industry to be eligible
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for import relief under this section. Section 505 also authorizes the 
President to restrict imports from a country granted MFN treatment 
under this title without taking action on non-injurious imports of like 
products from other countries, irrespective of whether MFX treatment 
is granted through a bilateral agreement or pursuant to that coun 
try's accession to the GATT.

Special safeguard measures in the bilateral commercial agreements 
themselves could provide a further means of dealing with injurious 
imports. This approach could take the form of a reaffirmation of the 
special GATT obligations entered into by non-market economy mem 
bers to hold consultations in order to develop mutually acceptable solu 
tions to actual or threatened market disruption, with provision for 
immediate restrictive action by the importing nation in critical cir 
cumstances. Or, if a country has entered into a bilateral agreement 
with the United States, the agreement could provide that each gov 
ernment will take appropriate measures to ensure that its exports to 
the other country will not cause or threaten market disruption. This 
provision is included in the agreement with the Soviet Union.
Repeal of Other Laws

Section 706 of this Act would repeal the Johnson Debt Default Act 
and the embargo on seven types of furs and skins which are the product 
of the Soviet Union or the Peoples Republic of China.

The Johnson Debt Default Act, enacted in 1934, prohibits certain 
financial transactions by private persons in the United States with 
foreign governments which are in default in the payment of their 
obligations to the United States. The prohibited transactions include 
the making of loans and the purchase or sale of bonds, securities, or 
other obligations of the foreign government. The Johnson Debt Default 
Act does not apply to countries which are members of the World Bank 
and the International Monetary Fund. In practice, the Act only applies 
to Communist countries. The exceptions are Romania and Yugoslavia, 
which are members of the World Bank and the International Monetary 
Fund, and Albania and Bulgaria, which are not in default of their 
obligations for purposes of the Act.

The intention of the Johnson Debt Default Act was not to regulate 
East-West trade, but to protect United States citizens from the sale of 
securities issued by governments with a history of default. In spite of 
opinions of the Attorney General that normal commercial credits are 
not affected, the existence of the Act discourages commercial trans 
actions involving long or unusual financing methods.

It is questionable, for example, whether the Act applies to loans from 
foreign branches of United States banks; whether foreign branches 
of American investment banks can underwrite bond issues; whether 
long-term project loans can be made to these countries, and whether 
equity investments in the form of loans would be permitted.

The Johnson Debt Default Act is a competitive disadvantage for 
United States firms because it has the effect of discouraging sales of 
American plant and equipment which might otherwise be exported. 
At a time when the United States has successfully concluded a lend- 
lease agreement with the iSoviet Union and is negotiating or contem 
plating debt settlements with other Communist countries, the retention 
of the Johnson Debt Default Act is an unnecessary barrier to East- 
West trade.
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The fur embargo was first enacted in 1951, at the same time that 
MFK treatment was withdrawn from Communist countries. This is 
an extraordinary form of discrimination. The Trade Act of 1970 as 
passed by the House of Representatives would have repealed the fur 
embargo.

TITLE VI-GENERALIZED SYSTEM OF PREFERENCES

In his Latin American policy address in October 1969, the President 
announced his decision that the United States would participate in a 
system of generalized tariff preferences subject to Congressional 
approval. In October, 1970, the major industrialized countries agreed 
to seek authority as necessary for the early establishment of a mutually 
acceptable system of non-reciprocal and nondiscriminatory generalized 
tariff preferences. To permit the introduction of generalized tariff 
preferences by developed countries, the GATT Contracting Parties 
adopted a ten-year waiver of MFN obligations under GATT Article I.

It is generally recognized that the developing countries must achieve 
a more rapid and sustained growth in their export earnings in order 
to finance the increasing amount of capital goods and other materials 
essential to their economic development. Approximately 80 percent 
of the foreign exchange earnings of developing countries derive from 
exports primarily of agricultural products and industrial raw mate 
rials.

In recent years the share of developing country exports relative to 
total world trade has declined. Imports of manufactures from develop 
ing countries constitute only about 11 percent of total United States 
imports of manufactures, and less than six percent for all developed 
countries combined. The purpose of generalized tariff preferences for 
semi-manufactured and manufactured products is to promote diversi 
fication of exports and thereby the economic growth of developing 
countries through increased access to developed country markets.
Basic Provisions

The basic United States generalized preference system under Title 
VI of the Act would consist of duty-free treatment of imports from 
developing countries of semi-manufactures and manufactures plus 
selected other commodities. In administering the United States pref 
erence system, the President would grant duty-free treatment only 
with due regard for its intended purpose, its anticipated impact on 
domestic producers, and the extent to which other developed countries 
are undertaking a comparable effort to assist developing countries.

A "competitive need' formula would apply whereby preferential 
treatment would not be granted initially or would be withdrawn or 
suspended on an article from a particular developing country which 
the President determines has supplied a maximum of $25 million of 
the article or over 50 percent of the total value of United States im 
ports of the article from all sources on an annual basis over a repre 
sentative period. Once preferential treatment is withdrawn or sus 
pended, subsequent imports of the article from the particular develop 
ing country will be subject to MFN rates of duty unless the President 
restores the preferential treatment at some future date.

The presumption is that preferential treatment will be withdrawn 
or suspended automatically whenever imports of a particular product
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from a particular beneficiary reach the upper limits provided in the 
formula. The President may decidej however, that national interest 
considerations warrant the continuation of preferential treatment in a 
few special cases even though imports exceed the formula limits. On 
the other hand, there may be cases where the withdrawal or suspen 
sion of preferential treatment is warranted even though imports have 
not reached the specific cutoff points. For example, a country may 
have clearly demonstrated its competitiveness in the article and be 
preempting potential benefits from the least developed countries.

The proposed system reflects the recommendations of the President's 
Commission on International Trade and Investment (the Williams 
Commission). It proposed the granting of preferential treatment only 
to developing countries which have not already demonstrated their 
competitiveness in the United States market at MFN rates of duty. 
It also recommended that the responsibility of providing improved 
access for developing country exports be shared equitably in overall 
teniis and with respect to individual products among the developed 
donor countries, particularly with the European Community and 
Japan.

In July 1971 the European Community instituted a complex tariff- 
quota system which generally provides for duty-free treatment on im 
ports of semi-manufactured and manufactured products up to pre 
determined ceilings, above which MFN rates of duty apply. Preferen 
tial imports of a particular product from a single beneficiary are lim 
ited to 50 percent of the total ceiling for the product. In practice, 
there are three lists of products: sensitive items to which tariff quotas 
actually apply; quasi-sensitive products which are subject to frequent 
surveillance, but ^n which ceilings are not imposed except by admin 
istrative decision; and non-sensitive articles which are not monitored 
unless a complaint is registered. The Japanese generalized preference 
system is similar except that certain manufactured products are ex 
empt from preferential treatment.

Evidence available to date suggests that the most restrictive feature 
of the European tariff-quota system may be the 50 percent limitation 
on the amount which any single beneficiary country can supply of 
the preferential ceiling. This provision is similar to the "competitive 
need" element under the proposed United States system. Analyses by 
the State Department indicate that United States imports under gen 
eralized preferences as a percent of GNP and as a percent of dutiable 
imports from beneficiary countries will not be disproportionate to im 
ports of the European Community and Japan under their tariff-quote 
provisions.

Given the complexities of the various systems and differences in ad 
ministrative regulations, it is impossible to determine precisely the 
comparative impact on donor country imports in advance. Differences 
in market demand, domestic supply, product coverage, levels of exist 
ing imports, customs administration, and many other factors could 
produce different results under the same system, or comparable results 
under varying systems among countries. It is also difficult to decide 
what particular type of yardstick most appropriately measures burden- 
sharing. Consequently, the OECD has established a mechanism to 
keep the various systems under review, to reassess them periodically
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in the light of actual experience, and to recommend modifications if 
appropriate.

The generalized tariff preference system proposed by the Adminis 
tration has certain distinct advantages over a tariff-quota approach. 
In the first place, preferential access would be limited under the "com 
petitive need" formula only in cases where products from individual 
supplying countries have demonstrated their competitiveness in the 
United States market. Under the tariff-quota approach, all developing 
country suppliers, even relatively minor ones, lose preferential access 
when individual quotas are filled. Moreover, no single supplying coun 
try can know when an individual quota will be filled because they do 
not know the amount other suppliers are shipping. The day-to-day 
administration of tariff quotas on anything like the scale and com 
plexity of the European and Japanese schemes would impose a con 
siderable burden and budgetary cost. They would also encourage the 
type of bureaucratic control apparatus we have sought to avoid in 
the trade field.

The "competitive need" scheme should also provide the greatest 
benefits to the least developed countries which need them the most. 
They would not have to compete in the United States market on equal 
terms with highly competitive products exported by more advanced 
developing countries.

The G-ATT waiver of the MFN principle to permit the introduc 
tion of generalized tariff preferences specifically notes the view of 
developed countries that preferences are temporary in nature, not a 
binding commitment, and not an impediment to further tariff reduc 
tions on a MFN basis. Over the ten-year period imports from devel 
oping countries would tend to gradually return to MFN treatment 
as their industries become more competitive. The system proposed by 
the Administration should provide an incentive, particularly for the 
more advanced developing countries, to participate in forthcoming 
tariff negotiations since their vested interest in the maintenance of 
preferential tariff margins will decrease.
Beneficiary Countries

One of the purposes of generalized tariff preferences is to provide 
an alternative to the proliferation of special preferential trading ar 
rangements between the European Community and the developing 
countries in Africa and around the Mediterranean. These arrange 
ments often involve tariff preferences by the developing countries for 
imports from the European Community ("reverse" preferences), 
which discriminate against the exports of the United States and other 
third countries.

Consistent with this purpose, the President cannot designate as a 
beneficiary of the United States preferential tariff treatment any de 
veloping country which grants "reverse" preferences to the imports 
of another developed country, unless the country provides satisfactory 
assurances that it will eliminate these preferences before January 1, 
1976. Furthermore, preferential treatment will be withdrawn if the 
country has not eliminated "reverse" preferences before that date. 
The condition would not be met if a developing country continues 
to maintain "reverse" preferences but extends them to the United 
States as well as another developed country. Li effect, benefits of
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duty-free preferential treatment will only be granted to countries 
•which adhere to the MFN principle.

It is also inappropriate to designate as a beneficiary any country 
which does not receive MFN tariff treatment. This condition would 
currently preclude beneficiary status to all Communist countries ex 
cept Yugoslavia, which has requested beneficiary status, and Poland 
which has not. Cuba, Bulgaria, and Romania have requested prefer 
ential treatment but could not receive such treatment currently under 
the terms of Title VI of the Act.

The President must take certain criteria into account in designat 
ing beneficiary countries other than those automatically excluded un 
der the "reverse" preference and MFN conditions. He must consider 
whether beneficiary status would serve the purposes of the general 
ized preference system, whether a developing country has expressed 
a desire to be a beneficiary, and whether its level of economic develop 
ment warrants preferential treatment. The President must also take 
into account whether or not the country has expropriated United 
States property without providing payment of prompt and adequate 
compensation. For purposes of burden-sharing, he must also take into 
account whether or not other major developed countries are extending 
generalized tariff preferences to the particular country.
Hearings and Procedures

Several provisions in Title VI are designed to ensure that the grant 
ing of duty-frco preferential treatment on imports from developing 
countries is not to the detriment of domestic producers and workers. 
These safeguard provisions are similar to those applicable to the grant 
ing of tariff concessions in conjunction with trade agreements under 
Title I.

The President cannot grant initially, and must withdraw subse 
quently, preferential treatment on articles which are subject to import 
relief measures, quantitative import limitations, or national security 
actions. All other semi-manufactured and manufactured products may 
be designated eligible for preferential treatment after hearings before 
the Tariff Commission. A selected number of primary and agricul 
tural products may also be considered for preferential treatment. As 
the President stated in his message transmitting this Act to the Con 
gress, the Administration does not intend to extend preferential treat 
ment on certain products which are generally regarded as sensitive to 
imports, such as textile products, footwear, certain steet ai tides, and 
watches.

Prior to granting preferential treatment on any product, the Presi 
dent must publish and furnish the Tariff Commission a list of articles 
which may be considered eligible. He must also receive the advice of 
the Tariff Commission as to the anticipated effect on domestic pro 
ducers of granting preferential duty-free treatment on particular ar 
ticles. Other Government agencies will also provide information and 
advice. Hearings will be held to obtain views from the public.

To receive preferential tariff treatment, imports of eligible articles 
must enter the United States customs territory directly from a bene 
ficiary developing country. The Secretary of the Treasury shall also 
issue regulations to ensure that the sum of the cost or value of materials 
produced in the beneficiary country, plus the direct cost of processing
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operations performed in the beneficiary country equal or exceed a cer 
tain percentage of the appraised value of the article when it enters the 
United States. The percentage will apply uniformly to all beneficiary 
countries. Since it is difficult to determine the effect of a given per 
centage in advance, the percentage once set may be modified in the light 
of experience to ensure that beneficiary countries receive the benefits 
intended. These requirements confine the benefits of the system to de 
veloping countries.

The countervailing duty law as amended by Title III of the pio- 
posed Act will apply to imports receiving generalized tariff preference 
as it does to other non-dutiable articles. The application of counter 
vailing duties will be subject to a material injury determination by the 
Tariff Commission.

If an article on which preferential tariff treatment is being granted 
becomes subject to import relief measures under Title II of this Act, 
the preferential treatment will be terminated and the MFN rate of 
duty restored.

In some cases the restoration of MFN treatment may be a sufficient 
remedy for injury, and increases in the MFN rate or the provision of 
other relief measures may be unnecessary. The President cannot estab 
lish an intermediate preferential duty rate between zero and the MFN 
rate as an import relief measure or when modifying or limiting prefer 
ential treatment for other reasons.

Statement of the Honorable Frederic W. Hickman, Assistant 
Secretary of the Treasury for Tax Policy—Thursday, May 10, 
1973
My testimony today concerns the relationships of our tax system 

to international trade policy. I will explain the Administration's pro 
posals for changes in the tax laws relating to income from foreign 
sources.

Some would use our tax system as a tool to deter foreign investment. 
We believe that would be a'mistake. As Secretary Shultz stated in his 
testimony yesterday, the evidence is that foreign investment has made 
a positive contribution, to our balance of payments, to our exports and 
to jobs and prosperity at home.

The Administration's tax proposals rest on the conviction, stated 
in the President's trade message, that "Our income taxes are not the 
cause of our trade problems and tax changes will not solva them." The 
basic dislocations and distortions that exist with respect to interna 
tional trade and investment must be solved by hard bargaining with 
other countries. The route to increased domestic investment for exports 
lies in realistic monetary exchange rates and in assuring fair access to 
foreign markets for United States made products. It does not lie in 
inhibiting foreign investment by use of tne tax laws.

Our proposals for tax changes deal with distortions created by ex 
isting tax laws, both domestic and foreign. What is wrong with the tax 
system we aim to remedy. But we do not propose to use our tax laws to 
correct or to mask broader problems not caused by taxes.
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THE PRESENT SYSTEM-BASIC CONCEPTS

Under exsting law, we impose an income tax on individuals and an 
income tax on corporations. Corporate earnings which are distributed 
are taxed twice — once to the corporation when it earns them and again 
to the shareholders when they receive them. We do not purport to tax 
foreign citizens or foreign corporations except on income earned in the 
United States.

These general principles apply to U.S. investment at home and 
abroad. Thus; we tax the world-wide income of a corporation that is 
incorporated in the United States, and we tax a foreign corporation on 
income earned in the United States. But, we generally do not tax a 
foreign corporation on income earned outside the United States, 
whether or not that corporation is controlled by United States owners. 
However, when the income of such a corporation is distributed as a 
dividend to its shareholders, if those shareholders are United States 
citizens, residents or corporations, we tax them on the dividends they 
receive. In order to eliminate double taxation of the same income at the 
corporate level, we give a tax credit to corporate shareholders for 
foreign income taxes paid by the foreign corporation.

The result is that foreign subsidiaries compete in foreign markets 
under the same tax burdens as their foreign competition. As a foreign 
corporation operating abroad, it pays tax abroad and not in the United 
States. However, at the stockholder level, the earnings are subject to 
U.S. tax under the general rules applicable to shareholders. When 
income is repatriated from the subsidiary to the United States share 
holders it is taxed to the shareholders at regular U.S. tax rates, subject 
to a credit for foreign income taxes. This credit cannot exceed the 
amour.c of tax due to the United States on the foreign income, so that it 
does not reduce tax liability on U.S. source income.

EFFECTS OF THE PRESENT SYSTEM

Our present system of taxing foreign source income has on the whole 
served as well. It minimizes the intrusion of taxes into investment 
decisions. At present, a business can — and typically does— decide 
whether or not to invest in a particular foreign country on the basis of 
market and business factors, knowing that it will be taxed in that coun 
try just as its local competitors are taxed.

Thus, the present system has maximized the responsiyeness of in 
vestment to the forces of a free market. By being competitive abroad, 
American-owned foreign businesses have opened, major new markets 
to American companies and have promoted exports, prosperity, and 
jobs at home.

1 indicates the contribution which American investment
abroad is making tc our balance of payments problem. The income 
flowing back to the United States from investments abroad is today 
roughly twice as large as the flow of new investment out. Foreign 
investment makes a major contribution on the basis of repatriated 
earnings alone, to say nothing of the indirect benefits which now from 
the opening of foreign markets to Americans.

Not too many years ago, foreign tax rates were substantially lower 
than U.S. tax rates, ana it was argued by some that those lesser tax 
rates were a critical factor hi many investment decisions to locate
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abroad. Whatever the logical merits of that position, the facts have 
changed very significantly in recent years. Tax rates in the major in 
dustrial nations which are open to U.S. investment are now in roughly 
the same range as U.S. tax rates. This is apparent from. Table 2. In 
addition to the income tax rates indicated on Table 2, it is important 
to keep in mii.d that the foreign governments listed collect additional 
withholding taxes at rates ranging up to 35 percent in the payment of 
dividends and interest flowing from foreign subsidiaries to U.S. share 
holders. Thus, in many cases, the combination of foreign income and 
withholding taxes exceeds the rate at which a corporation's income 
would be taxed in the United States. Under these circumstances, it is 
apparent that comparative tax rates are of only marginal significance 
in normal cases and major countries.

Table 3 illustrates still a further fact, that foreign subsidiaries re 
patriate about half of their foreign earnings and reinvest about half 
abroad. Students of corporate activity know that corporations today 
must reinvest a substantial portion of their earnings if they are to stay 
healthy and competitive. The pay out rate for foreign corporations in 
dicated in Table 3 is comparable to the dividend pay out ratio for 
American industry generally. There may, of course, be individual cases 
in which companies reinvest abroad solely to avoid the additional tax 
occasioned by repatriation. But in the aggregate, the situation seems 
to be a fundamentally healthy one in which normal percentages of 
income are returned to the United States and taxed here.

TAX PROPOSALS OF H.R. 62

H.R. 62 proposes two major changes in the existing tax system. 
It would eliminate the credit for taxes paid to foreign countries and 
it would abolish the rule that shareholders are taxed on dividends only 
when those dividends are paid to them. We have considered these 
proposals at length and have concluded that they are undesirable 
because they would destroy the neutrality of our tax system with 
respect to decisions to invest abroad. Let me deal briefly with each 
of the two proposals.
1. Proposals to replace the foreign tax credit with a deduction for 

foreign taxes
No major nation taxes foreign source income in the manner or to 

the extent contemplated in H.R. 62. Every ra^jor industrial nation 
has devised some system for preventing double taxation of the same 
income by i fself and other nations. These unilateral rules have been 
supplemented by international conventions for the avoidance of 
double taxation. There are two methods generally employed to that 
end. One method is simply to exempt from domestic iax income hav 
ing its source in some other nation. This is the method followed, for 
example, by France. A second method is to tax foreign source income 
domestically but to allow credit against domestic tax for foreign taxes 
paid on the same income. This is the method followed by the United 
States.

Within countries there may be double taxation of the same income 
at different political levels. For example, in our country both the 
states and the federal government may tax the same income. Where 
that occurs, the nation must work out internally the interrelations
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between local and national taxes in order to arrive at a total level 
of tax which is tolerable. As a practical matter that kind of accom 
modation is simply not possible between nations, as the le-vels of total 
tax in each nation nave become relatively high.
": Let me illustrate the level of tax which would result if we' were 
to allow "foreign taxes only as a deduction. If, for example, $100 of 
corporate income pays $46 of corporate tax in England, a deduc 
tion for that tax would leave the remaining $54 subject to tax at 48 
.percent in the-United States. The corporation would pay an additional 
$26 of "U.S. tax" for a total of $72 tax on each $100 at corporate in 
come. That would be an effective tax rate of 72 percent.If the remaining 
$28 were ta^ed when distributed to shareholders, at say 50 percent, 
the result would be an effective tax rate on distributed corporate in 
come of 86 percent. That is an unrealistic level of taxation. People 
simply will not invest if the tax collector claims too large a share of 
the profits.

Thus, the primary reason why elimination of the foreign tax credit 
is unrealistic is that it would, in fact, be nearly confiscatory.
2. Proposal to accelerate taxation of shareholders

H.R. 62 would abandon the general rule that shareholders are taxed 
on corporate income only when that income is received. The proposal 
would accelerate the time at which shareholders are taxed on foreign 
source income by disregarding the corporate entity and taxing such 
income directly to the shareholders as earned. That is a fundamental 
change in our system of corporate taxation and in rejecting it we were 
influenced by the following considerations:

(1) There is no persuasive evidence that the present system 
distorts investment decisions except in unusual cases. As previ 
ously noted the income and withholding tax rates in the major 
industrial nations are sufficiently close to U.S. rates that any 
differences would be unimportant.

(2) Such a system would mean that American-controlled corpo 
rations operating abroad would in many instances be at a sub 
stantial disadvantage compared to their foreign competitors with 
respect to the tax burden on profits retained in the business.

(3) Where there is a disadvantage at the corporate level, only 
American-controlled companies would be subject to it and there 
would be a substantial incentive, if not a necessity, for Americans 
to divest themselves of control. That would entail a substantial 
loss in American investment values and a substantial decrease in 
the ability of American firms to manage their foreign investments. 
We do not believe that to be desirable.

(4) The revenue gain to the Treasury from accelerating the 
taxation of shareholders would be minor in comparison to the 
depressing effect on U.S. economic activity abroad. We estimate 
that the acceleration of the tax on shareholders would produce 
about $300 million of additional revenue to the United States. One 
of the chief effects of such a proposal would be simply to increase 
the amount of tax which corporations pay to foreign governments. 
Let me illustrate why that Js so by assuming a corporation which 
earns $100 and is subject to a 40 percent income tax rate in country 
X. The company knows that when it ultimately repatriates its

95-146 O - 73 . 12



182

earnings there will be. an additional 10 percent withholding tax 
due to country X. If taxation of the U.S. corporate shareholders 
were accelerated and they were required to pay $48 of tax to the 
United States, it would make sense for the foreign subsidiary to 
declare a dividend of the $60 which remains net after taxes in 
country X and to pay a $6 withholding tax to country X on 
that amount. It would then have paid a total of $46 tax to country 
X, all of which would be creditable against the $48 of tax owing 
to the United States. It would thus satisfy its potential withhold 
ing tax liability to country X without increasing its total tax. 
The net result is that che company's tax has increased from $40 to 
$48, but of that $8 increase, only $2 goes to the U.S. treasury 
and the remaining $6 goes to the treasury of country X. The 
results would be different where the rates are different from those 
assumed, but the point is that a substantial amount of additional 
tax would go to foreign governments. 

For all these reasons, we believe it desirable to stay with the general
rule that corporate earnings are taxed to shareholders only when
received.

1961-1962 CONGRESSIONAL REVIEW OF FOREIGN SOURCE INCOME

These issues are not new. In 1961 and 1962, Congress reviewed in 
depth U.S. tax policy with respect to the taxation of foreign income 
and concluded that it was generally appropriate to tax the earnings 
of United States controlled fo^ign corporations when those earnings 
are distributed to U.S. shareholders, i.e., to continue to apply the 
same rules that we apply to shareholders of U.S. corporations. This 
Committee rejected a general proposal to tax the undistributed income 
of foreign corporations to their U.S. shareholders. The Report of 
the Committee on Ways and Means on the Revenue Act of 1962 stated 
that:

"Testimony in hearings before your committee suggested that 
the location of investments in these countries is an important fac 
tor in stimulating American exports to the same areas. Moreover, 
it appeared that to impose Uie U.S. tax currently on the U.S. 
shareholders of American-o A ned businesses operating abroad 
would place such firms at a disadvantage with other firms located 
in the same areas not subject to U.S. tax. (H.R. Rep. No. 1447, 
87th Congress, 2d Session 57-8 (1962).)

However, Congress recognized in 1962^-and the Administration's 
proposals recognize now—that changes in our tax structure should 
bp made where the tax rules themselves create inequities or artificial 
distortions in investment decisions. Thus, in 1962 the Congress pro 
vided a special rule for foreign source income of holding companies 
and certain selling and service subsidiaries operating in foreign "tax 
havens," and in that limited situation accelerated the time at which 
U.S. shareholders were taxed on that income. Also in 1962, the law 
was changed to ensure that untaxed and undistributed profits of a 
controlled foreign corporation, whether or not operating in a tax 
haven, would not escape ordinary income tax as a result of a sale or 
liquidation of the foreign corporation.
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THE ADMINISTRATION'S PROPOSALS

We have three proposals for legislative change. They are advanced 
in the belief that our system is fair in its general application, hut that 
in certain limited situations we need changes in our tax system to neu 
tralize distortions in investment decisions and revenue collections 
caused by certain features of some foreign tax systems.

TAX HOLIDAYS

There has been an increasing tendency for both developed and de 
veloping countries to provide "holidays" from their income taxes in 
order to attract investment in manufacturing. This can mean that no 
income tax, or very little tax, is paid with respect to the earnings of 
certain foreign corporations until the income is distributed as a divi 
dend. This kind of deliberate and wholesale tax enticement does often 
control investment decisions. We believe that is a tax distortion and 
that it should be neutralized.

We are requesting amendment of the tax laws so that earnings from 
new or additional U.S. investments in manufacturing or processing fa 
cilities which take advantage of such tax incentives will be taxed to 
the U.S. shareholders at the time they are earned. Where such an in 
centive is availed of, the income of the foreign corporation will be 
taxed currently thereafter, regardless of whether the incentive is in 
effect for a subsequent year, unless the corporation ceases to be en 
gaged in manufacturing or processing operations. We are prepared, 
m appropriate circumstances, to enter into tax treaties with other 
countries, subject to Senate approval, to recognize incentives under ap 
propriate safeguards.

In order to give the Secretary of the Treasury or his delegate broad 
authority to define by rules or regulations the general categories of 
foreign tax investment incentives subject to the rule and to determine 
whether speufic practices or benefits constitute such an investment in 
centive, the proposal will define a foreign tax investment incentive in 
broad terms. It will include any income tax related benefit, however 
effected, which is intended to encourage or has the effect of encourag 
ing investment in the foreign country which provides the benefit, and 
whether or not granted to nationals as well as foreigners. Such a bene 
fit may be provided by law, regulation, or individually negotiated ar 
rangements. However, the fact that there is a generally low rate of tax 
in a country will not be considered by itself a tax incentive. It is in 
tended that only major tax concessions would be affected. Examples of 
benefits or practices of t?e type which constitute investment incentives 
include tax holidays (which are partial or complete exemptions from 
tax for a period of timey; deductions for reinvestment reserves; cer 
tain grants; and certain depreciation rules bearing no relationship to 
useful life.

RUNAWAY PLANTS

We also believe that the United States has a legitimate interest in 
taxing currently the income of a corporation that has moved abroad 
to take advantage of lower tax rates to manufacture goods destined 
for the United Stales. To accomplish this we propose, in addition to 
the tax holiday rule, that where a U.S. owned foreign corporation has
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more than 25 percent of its receipts from the manufacture of goods 
destined for the United States and is subject to a significantly lower 
tax rate, the income of such corporation will be taxed currently to the 
U.S. shareholders. A foreign tax will be deemed significantly lower 
where the foreign effective tax rate is less than 80 percent of the United 
States statutory corporate tax rate. The tests as to the percentage of 
exports to the United States and the effective foreign tax rates will be 
applied annually.

APPLICATION OF TAX HOLIDAY AND RUNAWAY PLANT RULES

Our proposal for tax holidays and runaway plants will add a new 
section to the Internal Revenue Code providing that a U.S. share 
holder (i.e., a shareholder who is a U.S. person owning 10 percent or 
more of the stock) of a controlled foreign corporation will be treated 
as having received his pro rate share of the corporation's earnings 
and profils foi a taxable year if the corporation is one that receives 
a tax holiday or a similar tax investment incentive or is a runaway 
plant. A controlled foreign corporation is one having more than 50 
percent of its combined voting power owned by U.S. shareholders. 
The tax holiday and runaway plant rules would be in addition to those 
added by the Congress in 1962 in its tax haven legislation, and the 
mechanism for taxing the. shareholders would be comparable, but with 
out certain escape clauses that were provided in the 1962 legislation.

A corporation will be regarded as engaged in manufacturing or 
processing operations if the unadjusted basis of the tangible property 
and real property used in its manufacturing or processing operations 
exceeds 10 percent of the unadjusted basis of all tangible property and 
real property of the corporation. Corporations engaged in other busi 
nesses, such as mining, would be u.i affected. The provisions will apply 
to any new investment or additional investment in existing manufac 
turing or processing operations after April 9, 1973. In the case of 
additional investment or replacement of existing investment, a transi 
tional rule is proposed so that these provisions will not be applicable 
until the increased investment exceeds 20 percent of the investment 
on April 9,1973.

FOREIGN LOSSES

We have also proposed that where U.S. taxpayers have used foreign 
losses to offset other income taxable by the united States and those 
foreign losses are not taken into account by the foreign jurisdictions 
in later years, then the United States will, in effect, recapture those 
losses by a reduction of the foreign tax credit or an inclusion in the 
gross income of the taxpayer in later years. This proposal modifies 
the preseiio system under which the United States bears the cost dur 
ing the loss years, but receives none of the revenue during the profit 
able years. In these circumstances, we wish to be certain of our fair 
share of the tax revenues.

The reduction in the tax credic would apply where the taxpayer 
itself continues to operate abroad in profitable years. However, since 
initial losses are frequently anticipated, one tax planning technique 
has been to operate in a branch form to deduct losses against U.S. in 
come during the start-up period followed by incorporation of the 
foreign branch as a foreign subsidiary at or near the time the opera 
tion becomes profitable. In order to prevent this maneuver, the legis-
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lation proposes the recapture of losses by taking the previous losses 
into income upon the incorporation of a branch or comparable change 
in its tax status.

TABLE 1.-U.S. DIRECT FOREIGN INVESTMENT: BALANCE-OF-PAYMENTS FLOWS, 1970 AND 1971
[In millions of dollars)

All areas.. ___ . __ ... _ .. _ . _ ,

Developing countries'... ____ . _ .
Developed countries. _ . ____ . _ .

Canada ______ . __ ......... _ ...
Europe __ _______ . _ . __ ....

EEC.................................
All other Europe ___ . _ . ____ .

Western Hemisphere... ___ .............
Other areas... ............................

1970

Net capital 
outflow

.......... 4,400

.......... 1,162

.......... 3,238

.......... 908

.......... 1,914

.......... 994

.......... 920

.......... 568

.......... 1,010

Income 
inflow)

7,920

3,784
4,136

1,301
2,200

1,198
1.002

1,375
3,045

1971

Net capital 
outflow

4,755

11940
2,824

226
2,083

1,305
778

668
1,788

Income 
inflow '

9,455

4,743
4,713

1,397
2,595

1,392
1,203

1,460
4,004

Source: U.S. Department of Commerce, Survey of Current Business, November 1972.
i Includes after-tax branch profits plus dividends, interest, royalties, fees, and film rentals net of foreign withholding 

taxes. 
i Includes unallocated internationil direct investment.

TABLE 2.-STATUTORY (1972) TAX RATES FOR SELECTED COUNTRIES

Country

Canada _________ . __ , _____ . .........
Mexicc.. ...............................................
Panama. ________________________
Argentina..... ................. _ ........... _____ .
Brazil
Venezuela. ____________ .. ....................
Belgium _ . _____________ . ______ .
France. .................................................
Germany ______________________ .
Italy....................................................
Netherlands.............................................
Sweden
Switzerland......... ............'.. .......................
United Kingdom ____________ . _ . ___ . _ .
Republic of South Africa __ . ______ . ..............
Japan....... _ ......... — ...... —————— ........
Philippines __ . _ .................... — ....... —— .
Australia.. .............................................

Statutory 
corporate V 

income 
tax rate

................... »50

................... »42

................... «50

................... 33

................... «30/5

.................. '50/60

................... '35/10

................... 50

................... '51/15

................... »43

................... 4f

................... 40

................... "29

................... "40/38.75

................... "43/25

................... "36.75/26

................... "35
................... 47.5

fithholdinj 
rates on 

dividends)

15
15
8

12
20
15
15
5

15
5
5

15
5

15
15
10
35
15

i Where a reduced rati of withholding is applied for parent-subsidiary dividends, that rate is shown. 
> ?1 percent of 1st $35,000, and 50 percent of the excess. 
». ..ytssnt rate structure of 5 to 42 percent
« Corporations are taxed according to t progressive rate structure with bracket progression. The highest percent on the 

excess is 50 pwesnt 
»30 percent of taxable income and 5 percent on distributed profits of other than service corporations.
* Progressive rot* structure with a maximum rate of 50 percent of income over 28.000,000 bolivares. Corporations 

engaged in oil and mining activity are subject to » rati of 60 percent on gross increments.
1 30 (xrctttt fa' distributed income "rith a floating rate on undistributed income, maximum is 35 percent on excess over 

B.Fr. 5.000,000.10 pef«n5 surcharge on bisic rati.
* Toe on undistributed profits/distributed profits. Distributed profits slso bear substantial local taxes.
* Companies in Italy ire subject to both Uie income tax, at rates varying from 18 to 25 percent, and to the company tax 

of 18 percent
» Federal tax is a maximum of 7.2 percent; howaver, the cantons assess a progressive corporation tax. The maximum 

rate is 29.78 percent including Federal and communal rates.
a A corporate Ux of 40 percent is levied on all corporate profits ami » 38.75 percent tax is applied on distributed profits.
a The normal tax on companies is 43 percent There is a 25 percent tax on undistributed profits. Mining Income is 

taxed at 40 percent except for diamond mining (45 parent) and gold mining (special formula).
B Undistributed profits are taxed at a mtxirrum rate of 36.75 percent Distribute profits are taxed at a maamum rite 

of 25 percent
'-«So;porats tar. is 25 percent of first 100,000 pesos and 35 percent of the nxctss.
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TABLE 3.-PAYOUT RATIOS OF EARNINGS OF U.S. SUBSIDIARIES ABROAD 

injures in millions of U.S. dollar?)

Developed countries

1. 

II.

All industries: 
(a) Dividends paid _ .. ____ .. _ .
fl>) Foreign Withholding taxes ____ ..
(e) Dividends received ________ ,
(d) Reinvest*!! earnings.... _ ..... _ ,
(e) Total earnings (a+d) —— ..........
(0 Payout ratio (a as percent of e)......,

Manufacturing: 
(a) Dividends paid ——— ______ .
(b) Foieign Withholding taxes...........
(e) Dividends received.................
(d) Reinvested earnings................
(e) Total earnings (a+d)... ............
(0 Payout ratio (a as percent of e) ......

1970

... 2,247
298

... 1.949

... 2.075

... 4.322
(52)

... 1,499
206

... 1,293

... 1,252

... 2.751
(54)

1 1971

2,472 
319 

2,153 
2,375 
4.847 

(51)

1,584 
214 

1,370 
1,508 
3,092 

(51)

Other areas

1970

1.144 
118 

1,026 
874 

2,018 
(57)

299 
51 

248 
282 
581 
(51)

U971

1,510 
129 

1,381 
741 

2,251 
(67)

294 
53 

241 
277 
571 
(51)

All areas

1970

3,391 
416 

2,975 
2,948 
6.339 

(53)

1,799 
257 

1,542 
1.534 
3,333 

(54)

U971

3,982 
448 

3.534 
3,116 
7,098 

(56)

1,878 
267 

1,611 
1,785 
3,663 

(51)

Source: Department of Commerce, "Survey of Current Business." 
i Preliminary.
Note: Date exclude interest earnings as well as royalties and fees.

Statement of the Honorable Earl L. Butz, Secretary of Agricul 
ture—Friday, May 11, 1973

In my view, the Trade Reform Act of 1973 is one of the most im 
portant pieces of economic legislation to come before the Congress 
in recent yeare. "We need this bill.

1. We need it to take full advantage of the growth potential of this 
country's agricultural sector ;

2. We need it to help generate the domestic and foreign economic 
expansion we must have to maintain a high level of employment at 
more stable price levels;

3. And we need it to reduce our increased trade deficit through ex 
panded agricultural exports.

I firmly believe we cannot achieve any of these objectives unless we 
negotiate the reduction of barriers which distort the flow of agricul 
tural trade among nations. And I am further convinced that negotin- 
tions leading to this result cannot be accomplished unless the President 
is granted the tools contained in the bill before this Committee—tools 
which would give him broad negotiating authority, yet strengthen 
his ability to protect domestic industries threatened by unfair trade 
practices or injurious imports.

Why are liberalizing trade negotiations for agriculture so important 
at this juncture?

Growing exports are vital to the health of our agricultural sector.
Exports are responsible for about 15 percent of cash farm income 

and it could be reasoned that exports provide about one-fifth to one- 
quarter of net farm income. That is because land and other fixed costs 
are already in place for domestic production, and they continue 
whether we export or not. Exports add to farm returns and permit 
farmers to farm at nearer full capacity with lower per unit costs.

This year we are exporting the produce of more than 80 million 
acres, equivalent to nearly 30 percent of harvested cropland. This
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means that the production from one-fourth to one-third of the land 
being cropped by U.S. farmers today depends on export markets. 
These figures could be even higher as we bring more land into produc 
tion to meet the upsurge in demand.

Until recently, this country has had costly programs to take land 
out of production—about 60 million acres just a year ago. This has 
resulted in less than full efficiency, and in higher unit costs.

This year> under the impact of stronger foreign and domestic de 
mand, we are bringing former set-aside land back into production. 
Farmers can use more of their land, which costs the same whether idle 
or not, and make fuller use of their machinery and their know-how 
to produce more food and feedstuffs from virtually the same capital 
investment they have had before.

When farmers can lower average costs from what they would have 
been under restricted production, and at the same time increase sup 
plies, the result can't help but benefit the farmer in terms of higher 
income and the consumer in terms of greater abundance of food.

The American farmer wants to produce at the fullest capacity prac 
tical, and exports permit him to do so to his own benefit, and to the 
benefit of the American public. Better access and stable access to over 
seas markets is essential if this country truly wants to release the fu$ 
productive potential of its agriculture.

Aqri&Mwrdl exports oho stimulate domestic economic^ growth. 
Agncvltwre remains by far the largest industry in this nation today. 
It h related to the employment of aroivnd 16.5 million people^ or about 
one-fifth of the total U.S. labor force, and it generates over 16 percent 
oftotalGNP.

The impact of the dramatic upsurge in farm exports of recent 
months already is being felt in the non-farm economy. Based on an 
estimate of more than 5,000 jobs generated in warehousing, trans 
portation, trade and elsewhere for each $100 million of grain exported 
and 4,200 jobs per $100 milion in soybeans, we calculate that increased 
exports this fiscal year of grain and soybeans alone have meant well 
over 100,000 new jobs off the farm.

We estimate that this year's exports mean $150 million more in 
receipts for the transportation and warehousing industries this year 
than last. First-quarter deliveries of covered hopper cars numbered 
4,117, double last year's figure. And railroads and shippers had over 
9,000 on order as of April 1 this year. Barge builders have back-logged 
orders representing a year-and-a-half of work. Some ports are operat 
ing 24 hours a day.7 days a week.

What is more, these increases in the number of jobs and the amount 
of income being generated directly by agriculture mean that there 
will be more demand for consumer goods and services produced by 
other sectors of pur economy. Thus a growing agriculture can be bene 
ficial for the entire country.

But agriculture is a key to domestic economic growth not only be 
cause of its size, but also because of its efficiency. Output per man hour 
in agriculture has increased by 3i£ times since 1950, about twice the 
increase for non-farm workers. One farm worker (farmer, hired 
laborer, or unpaid family laborer) could feed 16 Americans in 1950; 
today he can feed more than 50.

This remarkable improvement in agricultural productivity since 
1950 has made it possible for American consumers to increase their
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per capita consumption of beef by 80 percent, while at the same time 
foreign countries were more than doubling their purchases of Amer 
ican farm products.

This remarkable agricultural productivity has reduced the cost of 
of food in relation to available income over the past 20 years. The 
American food bill, which took 23 percent of the average after-tax 
disposable income in 1952, took 15.7 percent in 1972.

Because of its size and efficiency, agriculture is a key growth leader 
for our domestic economy and the strongest link in the chain of inter 
national competition. Demand is booming for agricultural products, 
both at home and abroad, and American agriculture—because of its 
increasing productive capacity—is uniquely suited to meet this 
demand. No other industry today faces quite the same combination 
of growing worldwide demand and competitive superiority.

In order to take full advantage of this situation, it is imperative 
that we open up world markets and encourage a freer flow of trade 
among all nations. Only in this way can we create the largest number 
of new jobs, the highest incomes, and the greatest purchasing power 
for our people.

Agriculture makes another important contribution to the economy 
\by contributing a, surplus to the trade balance* and, it is capable -of 
increasing that surplus.

Since 1969, agricultural exports have risen from $5.7 billion to an 
estimated $11.1 billion in fiscal year 1973. Even without the sales to 
Mainland China and the Soviets, and the price effects of these sales, 
we still would come up with exports of over $9 billion.

Comparing our calendar year (CY) 1972 exports of $9.4 billion 
with those of other sectors in the economy, we see that agricultural 
exports nearly equaled the total value of all our exports of nonelectrical 
industrial machinery. They are more than double our total chemical 
exports, and roughly three times the exports of all U.S. consumer 
goods.

While the CY 1972 trade deficit for nonagricultural products 
jumped sharply to a record high of $9.3 billion, agriculture was piling 
up a trade surplus of $2.9 billion. But that doesn't tell the whole story. 
More than $2 billion of our agricultural imports are coffee, tea, bananas 
and other products we don't grow. When we get into competition— 
where it is U.S. agriculture against other suppliers of similar prod- 
'ucts—and we compare our commercial exports with competitive 
imports, we have a trade surplus of $4 billion.

Projections for U.S. agricultural exports under current programs 
and policies give an annual compounded growth rate of about 5 per 
cent. We believe that liberalization of import restrictions in major 
foreign markets could substantially increase this growth rate. It would 
be unfortunate to have to pull back our production plant because we 
failed to get the market access we need to sustain this higher growth 
rate.

Why is liberalization of agricultural trade feasible now ?
Greater interchange between nations is inevitable. Inflationary pres 

sures and consumer demand within countries around the world are 
causing national and international goals and systems to bend as never 
before.
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Particularly, there is a growing worldwide commercial demand f 01 
farm products at reasonable prices. People are getting more income, 
and spending more of it to eat better. In some, places this improvement 
may mean simply eating more staple foods such as grains. More often 
it means adding variety to, and improving the q'tfanty of, the "diet by 
including more meat and poultry products, a greater selection of fresn 
fruits and vegetables, and a larger proportion, of processed and pre 
pared foods. - ••• .4 « ,'•;•,•- • . >'

Meat, especially, requires far more agricultural" resources to pro-
duce—^and therefore offers an opportunity fdr.substantial increases in
sales of U.S. grains and soybeans. Of course, weather has created un-

" usual demand conditions during the past year/ljut the basic trend
toward increased demand remains the same. :- "

In fact, this growing demand is creating a pattern of national pres 
sures which are already beginning to force change in traditional sys 
tems of production and trade. In recent months it has caused the 
European Community to ease restrictions on meat imports; it led the 
Japanese Government to remove the pork levy and increase beef 
import quotas and to institute a new review of many other quotas; it 
caused Canada to reduce tariffs for 1 year on a wide range of meats, 
fruits, and vegetables; and it induced the Russians to maintain their 
5-year livestock production goals in the face of unfavorable harvests 
of grain and feed crops.

The United States is no exception. We are all aware of the recent 
pressures for change related to the cost of living. The Agricultural 
Act of 1970 eliminated commodity-by-cornmodity acreage restrictions 
and marketing decisions. Since then many American farmers affected 
by these program changes have begun farming in ways that would not 
have been possible under the tighter restrictions of the old law.

Recent actions such as freeing additional set-aside acreage and sus 
pending all direct export subsidy payments have further recognized 
consumer needs. Our proposals for domestic farm legislation would 
move agricultural programs still farther in the direction of more free 
dom for farmers to respond to the market. As the opportunity to trade 
between nations increaseSj the United States with its land resources, its 
technology, and its farming and management skills will De called on 
for greater production.

For all these reasons I am convinced that international negotiations 
are both timely and necessary if American agriculture is to profit from 
its own efficiency and help our economy to achieve its full potential for 
growth. We must have the provisions of the Trade Reform Act of 1973 
in order to do this.

One kind of negotiation we would expect to undertake would be to 
further develop our trade relations with Eastern Europe, the Soviet 
Union and with the People's Republic of China. These countries offer 
the United States excellent possibilities for significantly expanding 
agricultural exports. But if the Soviet Union is going to come to us 
for its grains and its citrus, it is going to expect equal treatment on the 
other side of the trade coin. It is going to expect Most Favored Nation 
(MFN) treatment. Given the kind of safeguards provided in the 
President's trade bill, we think providing MFN treatment would be 
a very worthwhile step and one very much in our interest.
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The trade bill would also give the President broadened authority to 
raise or lower tariffs when negotiating trade agreements. And it would 
authorize him to negotiate on all nontariff barriers, many of which 
have never before been subjected to international discipline. These 
authorities would be used to negotiate freer trade with other GATT 
members.

We realize that there may be some apprehension about giving the 
President such broad grants of authority. Among other things, this 
apprehension may concern the possible removal of agricultural restric 
tion's by Executive order.

Let me say first that the Trade Reform Act contains carefully pre 
scribed procedures which would require public hearings and depart 
mental advice before any such offer r-ould be made in negotiations. 
Furthermore, any part'of the negotiated outcome which requires 
changes in domestic law would have to come back to Congress for 
review, where we T ould expect to demonstrate that we had been hard 
bargainers and that the. benefits we were going to obtain for any con 
cessions offered would be substantial.

Let me also emphasize that if we are going to obtain the kinds of 
benefits I have been describing from our trading partners, then we, 
too, must be prepared to liberalize, including doing such things as 
expanding or eliminating Section 22 quotas.

We are learning with experience that protectionism breeds distor 
tions in. trade and production; we are learning that with a little more 
liberality on everybody's part, market expansion would probably take 
care of many of the problems most feared by protected sectors.

For example, the dairy industry has been highly protected around 
the world. Surpluses have built up and certain of our trading partners 
have resorted to large export subsidies in order to market these sur 
pluses. In a liberalized trading situation we would expect that these 
export subsidies v<*ould be terminated, thereby ameliorating much 
of the adverse effect for U.S. producers.

Let me point out. finally, that because the trade bill dots request 
so much flexibility ieor the President—flexibility which he must have 
ii* he is to negotiate, successfully—it also provides more safe^ards 
than in any previous trade legislation.

Various authorities would enable the Presider/ to retaliate a;;ainst 
unfair trade practices, to provide temporary border protection for 
domestic industries (including agriculture) threatened with serious 
import injury, and to deal with special problems, such as inflation 
and ba/ance oi payments disequilibrium. All of these authorities would 
be readily available should they be needed.

But just as the Pres.'dent needs flexibility on the negotiating side, 
he also needs it on the safe^ards side. If we are to negotiate for a 
more liberal trading world, it would be a step backward to define too 
narrowly those circumstances which might from time to time require 
restrictive action.

In my view, we have an unprecedented opportunity in American 
agriculture to seize the advantage offered by changes in world econ 
omies, in life styles, and in traditional systems to move forward into 
a new era of growth and prosperity, not only for agriculture, but 
for the Nation,

This legislation will give us that chance.
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Statement of the Honorable Frederick B. Dent, Secretary of 
Commerce—Friday, May 11, 1973

Mr. Chairman and members of the committee, I am pleased to 
have this opportunity to appear before you today to comment on 
the provisions of H.K. 6767, titled the Trade Reform Act of 1973.

The trade bill which is before you will provide the President with 
the authorities he must have if he is to work effectively for a more 
open and equitable world trading system. Armed with such authori 
ties, he will be able to to act from a position of strength in the hard 
bargaining of international trade negotiations. The proposed bill is 
specifically designed to underpin our efforts to insure that American 
exporters are given full and fair opportunity to compete in the con 
stantly growing overseas market. At the same time, the bill will pro 
vide more flexibility and better safeguards at home with which to 
handle the injurious effects of sudden import surges.

Before going into the specifics of those provisions of special interest 
to the Department of Commerce, let me provide you with a brief over 
view of recent developments in the U.S. trade picture and, to the extent 
one can at this point, touch upon the trade outlook for the imme 
diate future.

THE U.S. TRADE PICTURE

As you know, the U.S. trade position deteriorated sharply again in 
1972. The deficit on our trade account was $6.3 billion. Part of the 
deterioration was an initial result of the Smithsonian Agreement of 
December 1971. The rise in the value of most major foreign currencies 
relative to the dollar caused import prices to climb, so that the same 
quantity of a particular imported item produced a larger import bill. 
This so-called perverse price effect had been anticipated for the near 
term. The other major reason for last year's trade account deteriora 
tion involved the business cycle, both here and abroad. The booming 
U.S. economy generated strong import demand, while the relatively 
restrained pace of business activity in many markets abroad provided 
less of a stimulus to our sales.

The trade balance for the last few months does show some welcome 
improvement. It is too soon to know, however, whether this trend will 
continue. In fact, there might possibly be some deterioration in the 
trade picture in the months ahead because the February 12 devalua 
tion of the U.S. dollar may again produce a short-term perverse price 
effect on imports.

The big question, jf course, is when the positive effects of *he ktest 
devaluation will take hold. The Smithsonian currency realignment 
offers little guidance. Seventeen months after the agreement, it is still 
not clear to what extent imports have been curtailed because of higher 
prices. It does appear, however, that overseas sellers are passing on the 
price increases induced by the dollar devaluation faster this time than 
after the Smithsonian adjustment. On the other hand, with the U.S. 
economy booming and personal incomes already high and still ris 
ing, demand at home for foreign products continues very strong.

On the export side, we should do very well this year in selling both 
agricultural and manufactured products. Certainly, some gains should 
be realized from the greater competitiveness of U.S. products because
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of the devaluation of the dollar. I will have more to say about this ex 
port picture later.

It is hazardous to predict how we will end up this year, in view of 
the enormous uncertainties involved and the absence of statistical 
estimating techniques of proved validity. Our best guess at the moment 
is that the "United States will have another trade deficit in 1973 in the 
same general magnitude as last year's, possibly somewhat less. By 
the end of 1973, however, we should see noticeable improvement.

TARIFF AUTHORITY

Let me turn now to the proposed trade bill. I feel strongly that the 
provisions in the bill, taken as a whole, are a responsive and responsible 
answer to the hard questions we face in trade policy. I should like to 
concentrate on those features of the bill which are of special interest 
to the Department of Commerce.

In the area of tariffs, authority has been requested for five years to 
eliminate, reduce or increase duties on all products in the context of 
negotiated agreements. Such authority would give the President the 
negotiating leverage he needs to secure a total package, incuding re 
duction of agricultural and nontariff trade barriers.

Industrial tariff averages in major developed countries have been 
reduced through past negotiations to relatively, low levels—averaging 
below 10 percent—but numerous high tariffs remain. We would like to 
see a continuation of the downward trend. Of course, there must 
also be substantial progress on nontariff barriers and agriculture, as 
well as on an international system of safeguards to deal with transi 
tional adjustment problems.

Section 101 would permit a combination of tariff actions in a trade 
agreement. Such actions could include the elimination of some duties, 
reduction of others by the same or varying amounts, to reductions' 
on some products, and increases in tariff to achieve rate harmoniza 
tion in certain product sectors,

This authority and flexibility in the tariff area is necessary to bring 
U.S. credibility to the 'bargaining table and provide the conditions 
necessary for the success of the trade negotations.

NONTARIFF BARRIERS

Over and above the issue of tariff duties, we expect the multilateral 
trade negotiations to encompass a wide spectrum of national laws, 
regulations and administrative practices which inhibit or distort the 
flow of goods across national borders. Those laws and practices give 
rise to a complex web of nontariff impediments to the free movement 
of exports. In recent years, increasing concern has been directed to 
ward the distorting effects on international trade of such nontariff 
barriers, commonly known as NTB's. Consequently, the Administra 
tion intends to give high priority in the new round of negotiations 
to those nontariff measures employed by other countries which dis 
criminate against U.S. exports.

Efforts in this area, particularly in the GATT, have produced some 
forward movement but much greater advances must be made. It is 
our conviction, however, that characteristics peculiar to NTB's dictate 
that more rapid movement is feasible only in a broader context. There
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are few industrial NTB categories where solutions can >be self-balanc 
ing and put into effect independently of concessions in other areas.

There are no easy answers or simple solutions to the hard questions 
of how best to equip our represertatives for negotiations in this com 
plex field. Given the importance of meaningful progress on NTB's 
to our overall trade objectives, however, it is vital that our negotiators 
be supported by a clear mandate of the Legislative Branch and have 
at their disposal authority that will provide negotiating flexibility 
and bargaining leverage roughly equivalent to that of our trading 
partners.

In seeking such authority, the Administration has carefully taken 
into account the role and responsibilities of the Congress. We believe 
that Section 103 of the proposed trade bill gives the requisite nego 
tiating authority while ensuring continued close cooperation and 
continual consultation with the Congress.

The bill has been drafted to cover a range of alternative procedures. 
The procedures envisioned, for example, would permit the President 
to negotiate and enter into NTB agreements through the use of ad 
vance Congressional authority in certain defined areas such as country 
of origin marking and customs valuation.

For the broader range of NTB's, the bill includes an optional Con 
gressional veto procedure applicable to agreements for which the 
exercise of additional Congressional authority is necessary or ap 
propriate. In such cases, the President would give 90 days notice 
to both Houses of Congress of his intention to use this procedure. The 
advance notice would give the appropriate congressional committees 
the opportunity to hold hearings, "receive comments from the public 
and make recommendations concerning the contemplated agreements, 
liien, after another 90-day period, dating from the time the Presi 
dent delivers a copy of the agreement and his proposed implementing 
orders to both Houses of Congress, the President would be authorized 
to move ahead with implementation, unless the majority of the mem 
bership of either House of Congress states its disapproval of the 
agreement. As J. noted, this is an optional procedure since the Presi 
dent can, if he thinks it appropriate, use his existing authorities. For 
example, he could submit such agreements to the Congress OP an ad 
referendum basis or for approval as a treaty.

GOVERNMENT-INDUSTRY CONSULTATIONS

A very important aspect of the upcoming trade negotiations is, of 
course, now best to take into account the views of the private sector. 
The bill makes adequate provision for public hearings, and provision 
will also be wade for consultations with consumer, business, labor, 
farm and other interested groups. However, Ambassador Bberle and 
I have agreed that it is essential to establish new government-industry 
consultation procedures to assure that the views of TJ.S. industry 
are taken into account fully from beginning to end. During the Ken 
nedy Round negotiations, industry representatives felt with good 
reason that they were not brought into the picture soon enough and 
were given little opportunity to make any real input into the nego 
tiating process. We propose to indicate immediately a three-stage 
program of consultations with industry, conducted jointly by STK 
and Commerce.
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For the initial stage, we are planning a series of informal discus 
sions with key industry executives to exchange views and ideas on 
our objectives, strategy, and how industry can best contribute to and 
participate in the negotiating process. We then envisage a second 
stage of informal meetings with technical experts from individual 
industry sectors to discuss specific industry inputs of technical data 
and factual information. In the third stage, we envisage formal in 
dustry advisory groups at perhaps two levels—a senior advisory 
group to provide overall policy advice, and technical groups to de 
termine precise U.S. negotiating interests in individual products and 
product sectors.

I believe you will agree, however, that we cannot have meaningful 
discussions of our negotiating objectives, strategy and specific product 
interests with representatives of industry if they must be conducted in 
a fish bowl during the bargaining process. This is why we have in 
cluded a provision in the bill exempting selected industry, labor and 
agricultural groups established for this purpose from the requirements 
of the Federal Advisory Committee Act to hold open meetings and 
permit public participation.

IMPORT RELIEF

A feature of this bill which I consider of special importance for 
U.S. producers of industrial goods is the proposed liberalization of 
the current provisions of the so-called "escape clause." Liberalization 
will ease significantly the present stringent eligibility criteria for 
import relief, and make such relief more accessible to industries in 
jured by imports in three main ways.

First, the test which petitioners have most often failed to meet— 
to prove that import injury is linked to tariff concessions—will be 
eliminated. Second, "primary cause" is substituted for "major cause" 
with respect to the required causal relationship between increased im 
ports and injury. "Primary cause," meaning the largest single cause, is 
a more reasonable and fairer test than "major cause," which has been 
interpreted as greater than all other factors combined.

Third, new "market disruption" criteria will simplify the burden 
of demonstrating that the increased imports in question are the primary 
cause of the injury. A finding of market disruption would constitute 
imma facie evidence that imports do constitute the primary cause of 
the claimed injury. Market disruption, in turn,«-is defined as occurring 
when imports are substantial, are rising rapidly both absolutely and 
in terms of total domestic consumption, and are offered at prices sub 
stantially below those of comparable domestic products.

It is also important to mention that import relief will also be made 
more effective by giving the President greater flexibility in providing 
relief measures.

In summary, the Administration proposals introduce important 
new safeguard procedures to permit U.S. producers to deal with rapid 
changes in foreign trade patterns and sudden inflows of particular 
products from abroad.

PATENT INFRINGEMENT BY IMPORTS

In addition to safeguards against injury from fair competition, the 
bill also consolidates and revises the four principal statutes dealing
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with unfair foreign trade practices. I would like to mention that one 
of these statutes—section 337 of the Tariff Act—has been amended 
to provide U.S. patent owners with a simpler, quicker and more 
effective remedy against infringing imports. Non-patent situations 
would be covered by amendments to the Federal Trade Commission 
Act as provided for in a separate bill.

EAST-WEST TRADE

Title V of the bill paves the way for the normalization of our trade 
with the countries of Eastern Europe, the Soviet Union and the 
People's Eepublic of China.

There are many advantages to normalizing and expanding trade 
relations with the non-market countries. Such a step would work to 
improve still further the political climate between the U.S. and those 
countries and carry forward the recent efforts of the President in 
that direction. From an economic standpoint, improved relations are 
good business since they can provide greater employment and earn 
ings through larger exports, both of agricultural products and of 
manufactured goods which we hope to sell to those countries. In 
addition, the potential for inyc'-ts of energy and other raw materials 
resources could constitute a significant factor in working to meet these 
growing needs.

Under this bill, the President would be authorized to extend most- 
favored-nation treatment on a reciprocal basis to those countries cur 
rently denied it, in the context of a bilateral agreement with the U.S. 
or if the country became a party to a multilateral agreement, such as 
the General Agreement on Tariffs and Trade (GATT). Such a bi 
lateral agreement, or the extension of MFN treatment pursuant to a 
multilateral agreement, would not go into effect if disapproval was

1 1 * i 1 i 1 TV «t ^"1 I * 1 1 * f\ f\ "I I* * 4_expressed by either the House or the Senate within 90 days of its 
submission by the President.

As you know, imports from all non-market countries, except Poland 
<and Yugoslavia, are currently subject to the high tariff rates of the 
1930 Tariff Act. We believe that the authority to correct this situation 
by extending MFN treatment to them is a basic prerequisite for the 
normalization of our commercial relations. Of course, the issue of 
MFN treatment will be closely related to the settlement of outstanding 
financial comercial and business facilitation issues.

Our analysis suggests that US. imports of manufactured goods 
from the non-market economies' will not be of sufficient volume to cause 
material injury to U.S. producers within the foreseeable future. 
Should the situation arise, however, the bill provides adequate safe 
guards. First, no agreement may exceed three years in length. Second, 
should national security considerations require it, the President would 
(be authorized unilaterally to suspend or to terminate the MFN 
treatment.

Third, the bill contains special .procedures for handling any problem 
of market disruption caused by imports. It sets forth less stringent 
criteria for findings of import injury in those cases than in the case 
of market economies. Moreover, in the granting of such relief, the 
President would be able to impose quotas and higher tariff rates on 
a selective basis—that is, applied only to imports from the country 
whose goods are causing the difficulty.
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EXPORT EXPANSION

With the adjustments in the relation of the dollar to other currencies 
and with the anticipated reduction of tariff and nontariff barriers in 
the world market places, the potential for American producers to ex 
pand their exports overseas will be substantially widened. The word 
"potential" is emphasized because the presence of greater opportunity 
•will not, by itself, create .greater export sales. Such sales will come only 
through hard and persistent efforts on the part of the American pro 
ducer. These efforts must be backed also by a strong and stable economy 
at home.

The U.S. has lagged behind its major competitors in recent export 
growth for the past decade or more. Actually, it is not our import 
growth which has been excessively out of line as compared to other 
countries, but our export growth. That is not to say there have not 
been some disniptive increases in imports of certain items, particularly 
in consumer goods. The competition of particular imports in our home 
markets certainly requires our serious concern. In the last 10 years, 
however, average annual U.S. import growth \yas only one percentage 
point higher than the average of other industrialized nations taken as 
a whole—that is, 12.9 percent for the U.S. as compared with 11.9 per 
cent for the others.

It is in export growth that the U,S. suffeis most heavily by com 
parison. Our export growth in the last 10 years has been barely 9 per 
cent annually; export growth of the other industrialized countries, 
on thfr other hand, has been more than 13 percent a year. To put it 
another way, other major countries exports have risen over 240 per 
cent in the last decade, while U.S. exports have risen only about 130 
percent. It is fair to say that it is in the export area that our real prob 
lem lies insofar as our international competitive ability is concerned. 
Our current adverse trade position, coupled with our longer run needs 
for heavy increases of imported energy fuels with raw materials, vir 
tually dictates that export expansion be given a major national 
priority.

It is in recognition of those compelling facts, that the Department 
of Commerce is considering new export expansion initiatives. Our ef 
forts will be directed at taking full advantage of the more open and 
accessible world markets that provisions in this trade bill, and the new 
round of negotiations, are designed to bring about.

As you know, in the recent past we have made a number of substan 
tive changes in our laws and institutions which can have a favorable 
impact on our export performance. Improvements have been made in 
facilities of the Export-Import Bank for supporting commercial bank 
and individual company export transactions. U.S." export financing, 
both through the commercial banks and by the Eximbank, is now gen 
erally competitive with corresponding financing provided abroad; 
and credit is being used, as the Congress has mandated, as an active 
tool of export expansion.

Under the legislation enacted permitting the establishment of Do 
mestic International Sales Corporations (LVESCs), U.S. exporters can 
now receive tax treatment for their export income more comparable to 
that afforded by many foreign countries to their exporters. Through 
March of this year, some 3,850 BISCs had been organized by U.S. 
business firms.
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Commerce programs to support the expansion of U.S. exports have 
been re-aligned and are now focused on two primary areas: overseas, 
through direct promotional techniques and marketing assistance; and 
domestically, to build export awareness supported by specific trade 
leads, export intelligence, and detailed market analysis.

Abroad, over 100 U.S. export exhibits are held each year in twelve 
important commercial centers, including London, Frankfurt, Tokyo, 
and Mexico City. Commerce-organized trade fairs—there were 17 last 
year—and trade missions both promote export sales and help U.S. 
firms establish agent and distributor arrangements. Extensive market 
intelligence andlmyer information services support these direct pro 
motion programs. Domestically, the Department assists U.S. firms to 
compete for major project purchases in overseas markets and pro 
vides several thousand specific export trade opportunities annually to 
individual U.S. firms.

It is my expectation that with these improvements, our export 
expansion activities will serve an even broader spectrum of U.S. 
business. Moreover, the features of the trade bill I have outlined will 
pave the way for a substantial reduction of foreign impediments to 
our exports.

Mr. Chairman and Members of the Committee, this concludes my 
statement. I firmly believe that the President's trade proposals de 
serve your most serious consideration. I earnestly hope that, after 
due deliberation, they will receive your full support.

Statement of the Honorable Peter J. Brennan, Secretary of 
Labor—Friday, May 11, 1973

Mr. Chairman and members of the committee: I am pleased to 
appear here today and add my endorsement to the Trade Reform 
Act of 1973.1 am in favor of this bill both with respect to the pro 
tection it and other parts of the President's legislative program will 
provide for workers; and with respect to the trade negotiating 
authority.

The bill clearly recognizes that sudden surges of increased imports 
may cause serious problems for particular industries and for the 
workers in those industries. The bill, therefore, provides greatly im 
proved measures to enable us to respond quickly with necessary cor 
rective action and with assistance to workers where there is actual or 
threatened injury.

The provision of Title II dealing with import relief will—
(1) permit workers as well as industries to seek industry-wide 

relief from increased imports without reference to previous tariff 
concessions,

(2) simplify the basic tests for such relief,
(3) speed up the decision-making process, and
(4) expand the range of corrective actions which can be taken. 

These more effective procedures for industry-wide relief and adjust 
ment should much reduce the vulnerability of workers to sudden in 
creases in imports.

95-l« O - 7S - 13
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For those cases where workers are faced with actual or potential 
job loss, the bill:

Makes it far easier for them to become eligible for adjustment 
assistance;

Accelerates the determination of eligibility and the delivery of 
payments and services;

And authorizes improved relocation benefits and training pri 
ority for affected workers.

We estimate that perhaps as many as five times the number of 
workers will have access to such assistance compared to the number 
eligible under the existing program.

As for the trade negotiating authority, it is my judgment—from my 
experience as a negotiator in industrial relations—that the authority 
the President asks for is essential. Our negotiators must have the tools 
necessary to get a fair shake for American production and American 
workers. A negotiator cannot go into a bargaining session with any 
hope for success unless he has the resources to bargain with; and the 
other side must know that he has those resources.

He must have the support of those for whom he is bargaining. 
He must have authority that matches the authority across the 

bargaining table.
And he must be able to convince the other side that he can 

withdraw concessions or agreements as well as make them. 
The negotiating authority in this bill is designed to equip our 

negotiators with the appropriate tools so that we may have access to 
foreign markets on a parity with the access of foreigners to our 
markets.

Many of our citizens have become fearful of trade, fearful of the 
ability of American workers to compete in a world economy. We hear 
claims that increased trade causes mass unemployment, that high U.S. 
wages are pricing us out of world markets, and that we are losing our 
economic advantages generally. We should be concerned about the 
employment effects of trade, but we need not be fearful.

With respect to the claim that increased imports cause large-scale 
unemployment, the facts do not support the claim. With your permis 
sion, I shall submit some basic materials on this subject for the record, 
but it is worth noting now that, while the U.S. was incurring the cur 
rent very large trade deficit, the unemployment rate dropped from 6 
percent in 1971 to 5.3 percent in 1972 to a current rate of about 5 per 
cent. What is, perhaps, even more important, employment rose by 
2.6 million in 1972—the largest annual employment expansion in a 
generation and in the face of a sharply rising trade deficit.

Increased imports do, of course, cause some job displacements and 
require adjustment by groups of workers^in the same way that 
technological changes or domestic competition or changing tastes 
cause displacements and require adjustments. I am much concerned 
about such displacements, but I think that we should not confuse 
these adjustment problems with the problem of large-scale 
unemployment.

The contention that U.S. wages are too hs»h and are pricing us 
out of world markets is misleading. Though the U.S. continues to have 
the highest wages in the world by a wide margin, wage increases in 
the U.S.. while substantial, have been less rapid in recent years than
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those abroad. As for unit labor costs, they have recently been rising 
less rapidly in the U.S. than in other industrialized countries and 
taken together with the recent exchange rate realignments are cause 
for optimism, rather than fear.

I make these points not to minimize the existence of trade-related 
employment problems, but to remind ourselves of one overwhelming 
fact: American workers have the highest living standard in the world 
because they earn more; and they earn more because they produce 
more; they have been and they continue to be the most productive 
workers in the world.

Our workers do not need insulation from foreign competition. What 
they need is a chance to compete on equal grounds. They need the 
freer access to foreign markets that this bill and the consequent nego 
tiations will provide. If they can have that access, we need not fear 
the consequences. To the contrary, we can look forward to new job 
opportunities opened up by new and larger export markets.

Yet, we knew that some American workers can be adversely affected 
by expanded trade even when the trade is fair. As I have noted, the 
proposed legislation treats this problem .by two kinds of remedies: 
import restraint and adjustment assistance.

The reduction of trade barriers may in some instances lead to sudden 
surges of imports which have disruptive effects on the domestic in 
dustry and its workers. In such cases, temporary import restraint may 
ibe desirable. Tho bill provides for access to such restraint on terms 
far easier to meet than is presently the case. Industry or worker repre 
sentatives would be able to file a petition for import relief for the 
purpose of facilitating orderly adjustment to import competition. 
Where the Tariff Commission finds a condition, or threat, of serious 
injury arising primarily from increased imports, the President would 
'be authorized to raise tariffs, impose import quotas, or negotiate or 
derly marketing agreements. I would stress that this improved and 
more rapid access to needed import restraint should serve to reduce 
the number of situations in which workers may face the loss of jobs 
from increased import competition.

The second kind of remedy is trade adjustment assistance for work 
ers. The adjustment assistance provision in this trade bill is, I should 
note, only part of the President's program for assisting displaced 
workers. His bill proposing Federal minimum standards for unem 
ployment insurance and his proposed legislation on pension protection 
are the other parts. Together, they make up a broad system of assist 
ance available for trade-displaced workers.

There is widespread conviction that the adjustment assistance pro 
gram for workers established under the Trade Expansion Act of 1962 
nas been a, failure. The access to the program has been too difficult, the 
process has been far too time consuming and the delivery of services 
and assistance to the affected workers has been ineffective and far too 
late to facilitate the adjustment process.

The Trade Reform Act .provides an innovative approach to adjust 
ment assistance for workers which eases access to the program, cen 
tralizes and speeds the process of determination and delivery of 
services, and integrates the system into the basic unemployment insur 
ance program.
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Under the Trade Reform Act access to adjustment assistance for 
workers would be eased, relative to the current system, in the following 
ways:

1. The link to a previous tariff concession would be eliminated.
2. The basic test would be that increased imports constitute a 

substantial rather than a major cause of separation of the workers 
involved.

3. The entire process of investigation, determination, and cer 
tification would be carried out by the Secretary of Labor in no 
more than 60 days from the filing of a petition; a similar function 
has been .performed by the Department of Labor staff over the 
past three years in connection with certifications under the Trade 
Expansion Act of 1962. The Tariff Commission would be involved 
only if the Secretary so requested.

4. The individual worker within a certified group would qualify 
if he were employed in adversely affected employment with a 
single firm for 26 weeks out of the 52 weeks preceding his separa 
tion. The requirement that workers be employed for at least one 
and one-half years out of a three year period would be dropped. 

The cash payment levels and their duration would be changed to 
vary by State and to conform to the proposed Federal standards for 
unemployment insurance. Until the Federal standards are achieved, 
eligible trade-displaced workers would be entitled to receive supple 
mentary payments, from Federal funds, wherever necessary to bring 
their weekly cash payments up to either 50 percent of thfjir average 
weekly wages or the maximum level which is two-thirds of the appro 
priate State average weekly wage.

There are a number of improvements proposed in the bill with 
respect to services for displaced workers. For example, any adversely 
affected worker who has been totally separated and who cannot be 
expected to secure suitable employment within his commuting area 
in which he resides may receive a job search allowance of up to $500 
to cover 80 percent of the cost of necessary job-search expenses. When 
he relocates to take a job, he would receive relocation allowances con 
sisting of 80 percent of the reasonable and necessary expenses incurred 
in transporting himself and his family and their household effects to 
the new job location plus a lump sum cash payment equal to three 
times the worker's average weekly wage up to $500.

The Secretary of Labor is directed to make every reasonable effort 
to secure counseling, testing, and placement services through State 
agencies, as well as supportive services needed to prepare a worker 
for full employment. These services might include, for example, 
basic education or minor health services related to employability. In 
addition, as the bill directs, we will move to assure that training is 
ma.de available to trade-displaced workers on a priority basis in the 
absence of suitable alternate employment opportunities.

I commend to you these changes in a program sorely in need of 
change for the following reasons:

1. "Under the current trade adjustment assistance program, only 
34,000 workers have become eligible to apply for adjustment 
assistance; some 21,000 have actually received benefits; and about 
45,000 have been turned down by the Tariff Commission. Benefits
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to most of the eligible workers have come too late to be of real 
assistance.

2. Though some workers would receive lower weekly cash pay 
ments under the proposed system than under the current system, 
the easier access to the program should increase the number of 
workers receiving benefits by a substantial amount, perhaps as 
much as fivefold.

3. The telescoping of the investigation, detenunation, and cer 
tification process into a 60 day period administered by the Secre 
tary of Labor will bring the available benefits to unemployed 
workers quickly enough to be of real help.

4. Integrating the system into the unemployment insurance 
programs will greatly simplify its administration at the local 
level and speed up the assistance program. The bill reflects a move 
•towards the view that the problems of a worker displaced by 
imports are no different, for the most part, from the problems 
faced by workers displaced as a result of other government ac 
tions, technological change or normal domestic, competitive 
processes.

In all of these cases, unemployed workers should be entitled 
to adequate benefits. The proposed unemployment insurance leg 
islation will ensure that the States provide unemployed workers 
with adequate benefits. Until the bill becomes effective, the Trade 
Reform Act will continue to provide workers with a Federal 
supplement to their unemployment insurance to meet the pro 
posed standard of benefits.

5. The relocation benefits and the new job search provision 
should provide a positive inducement for the displaced worker to 
go where the jobs are rath OT than wait for the job to come to him. 
It should help overcome the reluctance of many American work 
ers—^who have become attached to their jobs, homes and com 
munities—to move from distressed areas to areas of greater eco 
nomic vitality.

A reasonable judgment is that the entire monetary and trade pro 
gram of the President, including the realignment of exchange rates, 
the import relief provisions of the trade bill, and the prospective 
achievement of a fairer trading system, should make American prod 
ucts more competitive and help reduce the need for special measures 
for import impacted workers.

Statement of the Honorable Henry Kearns, President and Chair 
man, Export-Import Bank of the United States—Friday, 
May 11, 1973
Mr. Chairman, Members of the Committee:
It is a pleasure for me to appear before you during you** considera 

tion of the Trade Reform Act of 1973.
Fifteen years ago it was my privilege to discuss at length our coun 

try's external trade with this Committee.
Since that time, in public and private life, world trade has been 

my full time occupation. In my current capacity as head of the Export-
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Import Bank of the United States, this involvement has been most 
comprehensive. In our consideration of some 5,000 transactions per 
year (in FY 1972 there were actually 5,477 transactions) in 137 world 
markets, a continuing kaleidoscope of international commerce passes 
in our review. Eximbank's staff is encouraged to travel extensively to 
all markets so that we may learn the up-to-date facts about our coun 
try's trade, its potentials and its competition.

I personally have visited 51 countries since assuming my respon 
sibilities at the Bank, and thus I believe we do have a thorough under 
standing of the world's marketplace.

My latest trip, just concluded, lasted six and one-half weeks, and 
covered 11 markets, including Australia, Western Pacific countries, 
the Soviet Union and Poland. On this trip, in 270 separate events, in 
contact with more than 4,000 people, which included heads of states, 
government officials, private bankers and businessmen, the current 
U.S. trade posture was clearly revealed. Deep, frank discussions un 
mistakably showed the unlimited potentials for U.S. exports today— 
in my opinion the most promising trade prospects since the days of 
reconstruction.

In our changing world, no element is more pronounced than com 
merce among the nations, probably one of the greatest forces for good 
ever seen by man. With world trade volume increasing at an average 
of 11.6' percent per year, the challenge to us in the United States is 
unlimited. We simply must exploit the potentials and overcome the 
impediments.

Over the the past two years we have observed a seemingly persistent 
U.S. trade deficit. Yet the latest trade figures recently released for the 
month of March 1973 are highly encouraging. The rate of import 
increase has been significantly reduced, and exports for the second 
consecutive month were at an annual rate exceeding $60 billion. I am 
convinced that with the measures and efforts already token by the 
President, with the adoption of the legislation now under consideration 
by your Committee, and with active public involvement, we will see an 
unprecedented period of export expansion. This will provide goc i jobs 
for millions of Americans, substantial income and diversification for 
business and industry, and massive tax revenues for the Federal 
Government.

As a result of the President's leadership, major trading nations are 
now in the process of updating the free world monetary system. The 
outmoded monetary relationships from the Bretton Woods Agreement 
have been realistically adjusted through revaluation and devaluation. 
To some, this has forecast only gloom, and some have continued their 
dire predictions on the economic trade future of this country. I dissent 
strongly from this view, and I do so because of the experience we have 
had at Eximbank over the past four years, and from my intensive 
discussions with buyers and sellers in the United States and abroad.

Among the impediments to the realization of the full trade poten 
tials are the multitude of barriers imposed by the governments of our 
trading partners. All countries desire to protect their own and at the 
same time to sell excess production abroad. Today, however, the meas 
ure of astute government can hardly be the degree to which trade has 
been slowed or prevented, but rather it will be a reflection of the 
benefits that accrue to the people.
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We Americans are increasingly aware of our needs for energy, min 
erals and other types of primary products. It is clear that the where 
withal to buy this increasing flow must come very largely from the sale 
of our products and services abroad. Early passage of the legislation 
before you will increase the ability of the united States proaucer to 
benefit from the explosive expansion of world commerce.

Among the factors on which I base my conviction for great trade op 
portunity are: (1) the volume of world trade is destined to accelerate 
significantly as industrial countries must import more primary prod 
ucts and as developing countries improve their quality of life and 
emerge into a more productive era; (2) more public and private buyers 
have the ability to purchase as a result of their increased export sales 
and from vastly expanded credit facilities; (3) transportation and 
communications offer the means to market ana deliver to a degree 
hitherto unknown; (4) there is a very high respect for U.S. products, 
their quality and standardization, packaging and service, and the full 
range of items produced by a multiplicity of companies; (5) services to 
buyers and suppliers by the Government were never better; (6) most 
important, U.S. products are now price competitive in nearly all cate 
gories and comparative inflation rates of competing countries tend to 
increase this advantage.

These factors all converging at one time provide a golden oppor 
tunity for the United States trader and an awe-inspiring challenge of 
his ability. If we fail to fully exploit this combination of economic 
circumstances, it will most certainly be to the detriment of the economic 
future of our country.

To exploit fully this golden opportunity, United States negotiators 
in the upcoming trade discussions must have a thoughtful and com 
prehensive set of rules and the maximum possible cooperation of the 
legislative and executive branches. These negotiators must be able to 
speak with conviction on behalf of the United States so that their bar 
gaining position will not be inferior to representatives of other in 
dustrial countries.

It is a "must*1 that we give our negotiators wide latitude, especially 
in attempting to remove nontariff barriers which discriminate against 
the sales of United States goods and services in several countries.

For a long period following the conclusion of World War II, the 
United States enjoyed a beautiful seller's market. We were the exclu 
sive producer of many products, especially those of high technology 
and the result of advanced research. Today, however, there are few 
products indeed that are available only from our country. Even com 
mercial jet aircraft and nuclear power equipment, hallmarks of 
our exclusive heyday, are coming in for competition from several 
quarters. We at Eximbank deal with this increasing competition every 
day. It is my firm belief that a market in hand should be vigorously 
protected and nurtured while at the same time exploration continues 
for new markets.

The legislation pending before you, H.R. 6767, further authorizes the 
President to grant "most favored nation" treatment to countries when 
it is determined that such action is in the national interest of the 
United States. This authority is of significant importance. Private and 
public negotiators are increasingly exploring the possibilities of in 
creased trade with the Eastern bloc countries. We have reached a deci-
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sive stage ir. our relations with the Soviet Union, Poland and Romania. 
The economy of the Soviet Union especially complements the economy 

.of our own great country in many respects. The Soviets have very 
large reserves of certain raw materials and basic products which are 
now nedded.and will be increasingly needed in the United. States. At 
the saiine time, we have the high technology, equipment and know:hpw 
t&at'the Soviet Union needs to further its. economic development. 
Potentially, the trade between our two countries can grow to'sigmficant 

. proportions aruj probably can do so at a very rapid pace. Mutual bene 
fit cfin.be assured through careful analysis and persistent negotiations, 
but it is. unrealistic to belietfe that one-way trade can long endure. 

, Mr. Chairmanj' I strongly urge prompt enactment of H.RI 6767 to 
make it possible for the United States to take full advantage of the 
almost limitless opportunities now available in the growing world 
markets. We must have total Government and private business coopera 
tion, with bold, forward-looking programs vigorously implemented. 
This legislation, together with the intelligent and forthright initiatives 
taken by the President to stimulate U.S. exports, will reverse the 
balance of payments decline and will enable the United States to fully 
participate in the golden era of rapidly expanding trade.

Statement of the Honorable Carroll 6. Brunthaver, Assistant 
Secretary of Agriculture—Friday, May 11,1973

COMMODITY CREDIT CORPORATION

The Commodity Credit Corporation is a wholly-owned Government 
corporation, incorporated as a Federal Corporation by the Commodity 
Credit Corporation Charter Act. Its purposes are to stabilize, support, 
and protect farm income and prices, help maintain balanced and ade 
quate supplies of agricultural commodities, their products, foods, 
feeds, and fibres, and help in their orderly distribution. In addition 
to its basic functions, it is used to administer and, in some cases, tem 
porarily finance numerous special activities. These operations are 
carried out in accordance with its annual budget programs which are 
submitted to and approved by Congress.

One of the major programs of the Corporation has been providing 
support of agricultural commodities to producers through loans, 
purchases, pavments, and other means. Support for various agricul 
tural commodities is provided in accordance with applicable laws. 
Under the Agricultural Act of 1949, as amended, support is mandatory 
for the basic commodities—corn, cotton, wheat, rice, peanuts, and 
tobacco—and for the nonbasic commodities—tung nuts, honey, milk, 
barley, oats, rye, and grain sorghum. The National Wool Act of 1954, 
as amended, requires support for wool and mohair. Support for other 
nonbasic commodities is discretionary. The support program may also 
include operations to remove and dispose of surplus agricultural 
commodities in order to stabilize prices at levels not in excess of those 
permissible by law.

The principal methods of providing support are loans to and pur 
chases from producers. Direct purchases are also made fwn processors
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as well, depending on the commodity involved. Also, special purchases - 
for the removal of surpluses are made under various laws. For feed- 
grains, in addition to loans and purchases, producers receive pay 
ments. For upland and extra-long staple cotton producers receive 
payments in addition to loans. For •wheat, in addition to loans and 
purchases, producers receive marketing certificates.

Another important program has been the promotion of the export 
of agriculutral commodities and products through export payments, 
credit sales, and other operations. When necessary to encourage ex 
port movement from free-market supplies, as well'" as from its own 
stocks, the Corporation makes payments on exports of agricultural 
commodities. The rate of payment generally is the difference between 
the prevailing world export price and the domestic market price. This 
type of program may be suspended when not needed or reinstituted in 
order to make commodities competitive in world markets.

To encourage exports of agricultural commodities, including prod 
ucts thereof, the Corporation conducts an export credit sales pro 
gram. Under this program the Corporation finances, for a period not 
to exceed 3 years, commercial export credit sales by exporters of com 
modities obtained either from Corporation inventories or from private 
stocks. These commercial transactions are financed under the Corpora 
tion's charter authority and section 4 of the Food for Peace Act. Ex 
port sales for foreign currencies or on long-term credit have been fi 
nanced by the Corporation under the Agricultural Trade Development 
and Assistance Act of 1954, as amended.

The Corporation conducts a program to provide storage adequate 
to fulfill its program needs. The Corporation has authority to buy bins 
(in storage-short areas) and equipment for the care and storage of 
commodities owned by the Corporation or under its control. The Cor 
poration makes loans for the purchase, building, or expanding of 
facilities for storage and care of commodities on the farm and sells, 
to producers and others, bins needed for the storage of agricultural 
commodities. It may also provide storage use guarantees to encourage 
building of commercial storage, and undertake other operations nec 
essary to provide storage adequate to carry out the Corporation's 
programs.

Under the supply and foreign purchase program, the Corporation 
procures from domestic and foreign sources food, agricultural com 
modities, and products and related materials to supply the needs of 
Federal agencies, foreign governments, and private and international 
relief agencies.

The use of the Corporation to carry out various other activities has 
been specifically authorized by law, such as the wheat certificate pro 
gram, the set-aside program, land diversion payments, and cotton 
research and promotion.

As has been noted the programs of the Corporation are directed to 
ward supporting and protecting farm income and prices and main 
taining balanced and adequate supplies of agricultural commodities. 
An essential element in supporting income and prices is making agri 
cultural commodities produced in the United States competitive in 
the world market. To the extent that negotiations under the Trade 
Reform Act of 1973 result in removal of trade barriers and correc- 
tion of other distortions of international trade that limit the avail-
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ability of foreign markets for United States agricultural commodities, 
the activities of the Commodity Credit Corporation in this respect 
may be reduced.

For example, export payments, which have in the past been used to 
make domestically produced agricultural commodities competitive 
in the worid market, would be eliminated when not necessary for this 
purpose. If adequate prices are obtained on the world market, pro 
grams to support the price of agricultural commodities to producers 
in the United States may be reduced. In such case, storage facility and 
other supporting programs could be likewise reduced, since producers 
and the private trade would be able to handle their stocks without 
Government assistance.

O


